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LETTER OF SUBMITTAL

FEBRUARY 3, 1970.
Hon. RUSSELL B. LONG,
Chairman, Committee on Finance,
U.S. Senate, Wa8hington, D.C.

DEAR MR. CHAIRMAN: Attached herewith is the report of the staff
on "Medicare and Medicaid-Problems, Issues, and Alternatives."
The report was prepared in compliance with the committee's direction
of February 26, 1969, that the staff undertake an inquiry into the
status and operations of the medicare and medicaid programs.

During the staff's investigation and development of material, as
well as in preparation of the report itself, we were mindful of the fact
that medicare has provided invaluable and necessary aid to millions
of older Americans. Consistent with that viewpoint, the recommenda-
tions we have included in the report are designed to repair rather than
retrench. Medicare is it good Federal program. However, as the report
illustrates, the staff review indicates major areas in which constructive
changes, either in the statute itself or in the administration of the
program, can prepare medicare to meet the needs of the Nation's elderly
on a vastly more efficient and economical basis while improving the
quality of care rendered under the program.

While the medicaid program has helped millions of poor citizens
with their health care needs, it has not nearly approached the eon-
gressional objectives of assuring good health care for the poor in an
effective and economical fashion.

One significant source of data and information used in the work on
this report was the response to questionnaires prepared by the staff
and circulated widely among groups and individuals closely associated
with the medicare and medicaid programs. These questionnaires were
mailed to the Governor of every State, to every medicare interme-
diary and carrier, to every State hospital association, and to every
State medical society as well as to every major national organization
concerned with medicare and medicaid. The response to these ques-
tionnaires was tremendous, the information we received from the
replies was most helpful, and as the report demonstrates, many of the
replies were unusually candid.

Another indication of the depth of the study is the large number
of meetings and conferences held with individuals and groups close
to the program. These, too, proved quite valuable in our quest for
information.

In the actual preparation of the report we received important and
extensive assistance from the Comptroller-General of the United
States and his staff. Particularly, the staff benefited greatly from the
valuable expert and detailed assistance provided by the Education
and Public Welfare Division of the Legislative Reference Service in

(M)
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the Library of Congress. Additionally, the Bureau of Health Insurance
of the Social Security Administration was hrelpful and cooperative in
obtaining and preparing information and otherwise providing assist-
ance pursuant to our many requests.

Sincerely, TOMVAIL,

Chief (ounal, Committee on Finance.
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INTRODUCTION

The medicare and medicaid programs are in serious financial
trouble. The two programs are also adversely affecting health care
costs and financing for the general population.

Medicare began providing benefits on July 1, 1966. Its financing
had been established on what Congress believed to be conservative
and safe bases. Yet, little more than 1 year after the program started,
Congress found it necessary to increase medicare taxes by some 25
percent in order to meet hospital cost increases beyond those originally
anticipated.

The President submitted to the Congres, in September 1969, a pro-
posal calling for an additional $136 billion in medicare payroll taxes
over the next 25 years. The $1,36 billion is in addition to prospective in-
creases in medicare taxes already scheduled in the Social Security Act.
Of the $136 billion, $131 billion represents the amount by•which medi-
care's expenditures are expected to exceed its anticipated income and
the remaining.$5 billion is a safety factor. Without those additional
taxes, the Social Security Administration estimates that the hospital
insurance trust fund will be exhausted by 1973.

When medicare started on July 1, 1966, the medicare beneficiary was
responsible for paying at least the first $40 of his hospital bills in ac-
cordance with the deductible and copayment requirements of the law.
On January 1, 1969, the deductible was increased to $44 and effective
on January 1 of this year it was raised to $52. According to Social
Security's Chief Actuary, the deductible will very likely jump to $60
in 1971; $68 in 1972; $76 in 1973; and to $84 on January 1, 1974.

The part B portion of medicare-the supplementary medical insur-
ance plan for payment of doctors' bills-has also soared in cost. The
monthly Premium charge to the elderly is now $4-up from $3 monthly
when medicare began on July 1, 1966. Under the law, the monthly pre-
miums paid by the elderly are matched with an equal amount from the
general revenues of the Federal treasury.

In December 1969, the Secretary.of Health, Education, and Welfare
announced that the part B premium would be increased to $5.30
monthly effective July 1, 1970..That increase amounts to $600
million annually of which $300 million will represent increased Federal
expenditures and $300 million will come from the pockets of 20
million older citizens.

Under present law, the institutional suppliers of covered health
services under medicare (and medicaid, in large part, also).are paid
whatever it costs them to provide the services..Physician bills under
medicare are essentially paid as rendered. Unlike most areas in the
private economy no incentives exist to produce or supply a. given health
service at the most economical price consistent wvith quality of care. To
the contrary, hospIitals and extended care facilities can, under present
medicare and medicaid reimbursement rules, spend money on virtually
anything and be paid for it by Government.

(1)
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Unless the rapid and continuing escalation in the costs of health care
are moderated, the Congress may reasonably anticipate increasing
pressures upon it to extend the medicare and medicaid programs to
encompass large segments of the population not now covered under
these public health payment plans.

Those pressures for expansion and extension will come from citizens
with moderate incomes who are now covered by Blue Cross-Blue Shield
and other private health insurers. People are being priced out o, the
private health insurance market as a result of the frequent and sub-
stantial premium increases required to meet the ever-greater costs of
health care.

The charges for adequate nongovernmental health insurance are
rising to levels beyond the financial capacity of millions of hardworking
Americans. Most of those people probably would prefer to continue
their private coverage rather than become part of a monolithic system
of governmental health care. Under present and foreseeable conditions
however, whatever choice they now have in the matter may be removed
by circumstances beyond their control.

The working man today is confronted with:
a. Socil 'security tax increases to pay for medicare.
b. Increases in his private health insurance premiums.
c. Increased State and local taxes to pay for medicaid.
d. More of his Federal tax dollar going to the Federal share of

medicaid and medicare costs.
e. More out-of-pocket costs to cover his coinsurance portion

of higher and higher medical charges.
f. *ore out-of-pocket costs for rapidly rising charges for largely

noninsured health services such as dental care.
To simply expand the medicare and medicaid programs as now

constituted and operated would, we believe, compound costs cnd
confusion. That would not solve the problems of increasing costs--
rather it would add to them. Eventually, under such conditions, the
individual would have traded higher insurance premiums for even
higher taxes, and there would be little private health insurance as
we know it today available to our people.

With a view toward improving the medicare and medicaid programs
the staff has included suggestions and recommendations which we
believe provide bases for remedying the serious, costly, and pervasive
problems we have found. We believe these suggestions can make
medicare and medicaid work more efficiently and economically.

The key to making the present system workable and acceptable is
the physician and his medical society. We are persuaded that at this
point in time neither the Government nor its agents have the capacity
fpr effective audit to assure that a given physician functions respon-
sibly in dealing with the publicly financed programs.

While there is growing awareness among many physicians of the
need for the profession to effectively police and discipline itself, per-
formance has been spotty and isolated so far. Prompt action is neces-
sary by organized medicine (and oiher health care professions) to do
what is required with respect to monitoring care provided and charges
made for the care. In the absence of such constructive effort, we fear
that virtually insurmountable pressures will develop for alternative
control procedures which may be arbitrary, rigid and insensitive to
the legitimate needs of both the patient and his physician.



SUMMARY See page

The staff in its review of the status and operations of the
medicare and medicaid programs focused upon the principal
problem areas. Our findings and suggestions for improvement
are summarized following it brief discussion below of the
fiscal impact of the medicare and medicaid programs.

1. Fiscal Impact of Medicare

Hospital Insurance Plan (Part A):
In 1965 when medicare was enacted, the insurance program 29-37

for payment of hospital bills was estimated to cost 1.23 per-
cent of taxable payroll. (Taxable payroll is the total of all
earnings subject to social security taxes.) Consistent with
the express intent of the Congress that medicare estimates
be conservatively, made, it was specifically assumed that the
maximum individual wages subject to medicare tax would
remain at $6,600 annually during the life of the 25-year,
cost estimate.

After only 3 years of experience, the conservative assump 2

tons have been abandoned due to soaring costs resulting,
from price increases ýAd greater-than-anticipated utilization
of covered services /Currently, medicare's hospital plan is
estimated to cost 2.27 percent of taxable payroll based upon
$7,800 of individual annual wages subject to the hospital
tax.

Boiled down to dollars, as the following table reveals, the
estimated cost for calendar year 1970 has jumped from the
original projection of $3.1 billion to a current estimate of
$5.8 billion. And, from 1970 onward, the yearly gap between
original estimates of costs and current projections progres-
sively widens by billions of dollars.

HOSPITAL INSURANCE BENEFIT COST PROJECTIONS

Oin billions ol dollars

Estimate Estimate Estimate
of 1970 of 1975 of 1990

costs costs costs

Actuarial estimate made in 1965 ..................... . 3.1 4.3 8.8
Actuarial estimate made in 1967 ...................... 4.4 5.8 10.8
Actuarial estimate made in January 1969 .............. 5.0 7.6 16.8
Current estimate .................................... 5.8 (i) (1)

I Not available.

(8)

.,_.,--..-- J
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So# pages As was noted in the introduction, the estimated deficit
between the costs of part A of medicare and projected income
under resent law amounts to $131 billion over the next 25
years. he hospital insurance trust fund will be exhausted
in 1973 under present financing.

The President has requested, and Congress will consider
imposing, additional taxes necessary to finance the $131 bil-
lion shortfall. In all of this, it is obvious that the repeated
and enormous demand for new taxes to pay for existing
levels of medicare benefits serves to preempt payroll tax po-
tential which might otherwise be available for program im-
provement. The staff points out that legislative alternatives
are reduced when Congress is forced to increase medicare
taxes simply to keep the existing program above water.
Supplementary Medicl Insurance Plan (Part B):

87-89 When medicare began on July 1, 1966, the insured bene-
ficiary paid a monthly premium of $3 with an equal amount
paid by the Federal Government from general revenues
(total monthly premium of $6 per person), toward coverage
of his doctor bills.

The costs of part B have soared. The original $3 monthly
premium was increased to $4 on July 1, 1968, and is scheduled
to jump again to $5.30 monthly on July 1, 1970.

In the simplest of terms, the Federal share of part B costs
will have increased from $623 million in fiscal year 1967 to an
estimated $1,245 million in fiscal year 1971. (The insured
elderly will match that $1,245 million from their own re-
sources.)

2. Fiscal Impact of Medicaid

41-44 The budgetary impact upon State, local and Federal
Governments of expanded eligibility and benefits coupled
with increases in umt costs of medical assistance under the
various welfare programs has been enormous.

In fiscal year 1965 total Federal-State medical assistance
expenditures amounted to $1.3 billion of which the Federal
share was $555 million. For fiscal year 1970, the Department
of Health, Education, and Welfare estimates total expendi-
tures of $5.5 billion (including the costs of intermediate care
facilities) of which the Federal share is $2.8 billion. Based
upon the above figures, Federal expenditures for medical
assistance will have increased five-fold from fiscal year 1965
through fiscal year 1970 with commensurate increases in
expenditures by State and local governments.

3. Reimbursement of Institutions Providing Medical
Care

45-46 Comprehensive assessment of the financial position of
hospitals in light of medicare reimbursement must await
more complete data than are available in usable form now-
even though more than 3Y2 years have elapsed since the
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program started. There is, however, consensus concerning a See pages
need for ultimate revisions-liberalizing and restricting-
in both reimbursement procedures and the formula itself.
Making "Reasonable Cost" More Reasonable

The basic direction in any changes will l)resumably be 46-50
toward more equitable reimbursement-from the standpoint
of both Government and health care providers-Ccoupled
with simplified and coordinated cost reporting requirements.

Where a given institution demonstrates that it incurs
greater thian ordinary costs in caring for medicare patients,
those additional costs should be reimbursable provided they
are not unreasonable. However, blanket recognition of in-
creased nursing and clerical time should be avoided. It
appears illogical, for example, to pay a plus factor for in-
creased nursing timel to institutions which (10 not fully meet
the conditions for medicare lparticilpatioi, particularly those
with staffing deficiencies.

Cost finding and auditing have proved to be highly expen-
sive undertakings in medicare as well as a source of much
friction. The legislative history indicates a concern that
proper accounting be required not only for proper determina-
tion of payment but also as desirable adjuncts of good man-
agement. However, Congress (lid not intend accounting and
audit "overkill" in pursuit of those objectives. The Bureau
of Health Insurance should be encouraged in its efforts to
revise procedures so as to avoid requiring what in essence
amounts to duplicate cost finding on the part of hospitals.
Additionally, less extensive and simpler costs data might be
required of smaller institutions.

There have been inordinate and protracted delays in final
settlement of accounts for specific calendar years-delays of
years in many instances. To encourage prompt settlement,
it is recommended that the Government pay interest on any
amounts due to an institution where unreasonable delay in
settlement is the responsibility of the Government. Similarly,
interest should be charged on amounts due the Government
where unusual delay in settlement is caused by the participat-
ing facility.

Cost-plus reimbursement was dropped from medicare
effective July 1, 1969. That policy encouraged duplication,
overlapping, and unnecessary expansion of facilities and
services and created an unhealthy economic incentive to
maximize operating costs. The pursuit of equitable reim-
bursement is not served, in our opinion, by any cost-plus
method of payment except where the "plus" factor is related
on an incentive basis to economical performance.

The 2-percent bonus in medicare had been rationalized as
a growth factor by hospital organizations. Perhaps the
Federal Government would want to expand its efforts to
meet the capital needs of hospitals which cannot otherwise
be met through depreciation, contributions, regular borrow-
ings, and so forth. If it should, we suggest that it be done by
direct appropriations for that purpose and not financed
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Seepages through devices in the medicare reimbursement formula. In
our judgment, medicare was enacted for a wholly different
purpose. Any significant capital improvement financed in
whole or part by the Federal Government should be con-
tingent upon approval of an appropriate and technically
qualified community or State planning agency broadly
representative of all of the various types of health care and
services. The planning body should not be directly or in-
directly controlled or dominated by hospitals. Capital ex-
penditures should be approved only after thorough con-
sideration has been given to existing and alternative health
care resources already available or approved in a given com-
munity or medical service area. Simply stated, the capital
expenditure should be necessary in the context of priorities
for meeting overall community needs.

Where approved capital needs cannot otherwise be met,
the existing reimbursement formula might 'be modified to
allow the expenditure to be depreciated in one-half the time
ordinArily accepted but only where the expenditure had been
approved as expected to substantially contribute to efficiency.

As indicated in the report, the entire reimbursement
formula and procedures for medicare need careful review
and substantial revision. In the staff's opinion the existing
formula and its implementation have undoubtedly contrib-
uted significantly to the unanticipated rise in part A costs,
and to the $131 billion projected 25-year deficit in medicare.

Legislation presently before the committee, S. 1195,
provides bases for moderating the extent of this antici-
pated "shortfall." The proposal would preclude reimburse-
ment to the extent that a hospital's increase in average
per diem operating costs over the previous year rose at a
rate greater than the Medical Care Price Index for that
particular geographic or metropolitan area. The Secretary
of Health, Education, and Welfare could, under unusual
and justifiable circumstances, authorize payments in excess
of the limitation. However, medicare could not pay under
cost reimbursement more to an institution than its charges
for the same services to the general public. No reimburse-
ment could be made for capital costs associated with an
expenditure specifically disapproved by a State's "partner-
ship for health" agency. The staff urges serious considera-
tion of the provisions of this bill.

In addition, the staff suggests that payment for care
provided in one institution be limited to not more than a
reasonable difference above costs for comparable care and
services fi a similar, less expensive, institution in the same
area.
Reimbursement of Hospital "Reasonable Costs" Under Medicaid

50-51 The statutory requirement that States pay hospitals on
the basis of "reasonable costs" under medicaid h as been
interpreted by the Department of Health, Education, and
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Welfare to mean payment identical with that of medicare. Seepage
That interpretation has been costly to the States and has
hampered their efforts to control costs. The staff believes
that Congress intended, as with many other welfare require-
ments, that States be permitted to define "reasonable costs"
within general guidelines issued by the Secretary of Health,
Education, and Welfare. The medicare pattern could fall
within those guidelines but States should not be restricted to
the medicare formula or even to the medicare pattern.
This understanding seems reasonable in view of the difference
between medicaid and medicare, and in terms of the ages of
the populations assisted, sources of financing, and primary
administrative responsibility. The staff recommends that
congressional intent be clearly established with respect to
the relationship between reimbursement under medicare and
medicaid.
Other Issues in Institutional Reimbursement

Among specific additional problems in institutional cost 52-53
reimbursement are:

Payment for empty bed8 costs.-Under present regulations
it is possible for a new hospital or extended care facility (or
even older facilities) to be paid for such costs to an unreason-
able degree. For example, an extended care facility in Wis-
consin with patient capacity of 25 beds had no more than
three beds occupied at any given time, with medicare
patients accounting for the limited occupant. As a result, an
average cost per diem of $87 was claimed irom medicare.

To deal with such situations, the staff suggests payment of
the lesser of costs or the published charges ordinarily payable
by a nonmedicare patient and limiting medicare's empty
beds reimbursement to a proportion based upon average
actual medicare occupancy in relation to the total number of
beds available.

Bad debt collection.-Information has beenýdeveloped indi-
cating that some hospitals and extended care facilities make
only perfunctory efforts to collect the deductible and copay-
ment sums due from beneficiaries toward the costs of their
care. Those unpaid amounts are then charged-off as a re-
imbursable "bad debts" expense under medicare. The result
is that medicare bears the entire cost of care, thus thwarting
the purpose of the deductible and copay features in the
medicare statute. With the present $52 deductible expected
to rise to $84 by 1974, with accompanying commensurate
increases in other part A copayment requirements, it is im-
portant that all participating institutions make a genuine
effort to collect from beneficiaries before passing those
amounts on to medicare as uncollectible.

Reimbursement for bad debts attributable to nonmedicare
patients is not allowable under medicare. Yet, Social Se-
curity, despite concern expressed by the General Accounting
Office, has authorized payment of a proportionate share
of collection costs of nonmedicare bad debts. Such collection
is often undertaken by independent collection agencies in
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See8pages return for a specified percentage of amounts collected.
Where such collection costs are recognized, medicare, in
effect, is paying for nonmedicare bad debts. The staff
recommends termination of such payments by medicare.

The liberal depreciation allowances payable under medicare-
including accelerated depreciation-may well be causing
the sale and resale of proprietary facilities at inflated prices.
The objective in such situations would be to repeat the
writeoff of the facilit and its equipment through accelerated
depreciation and thereby realize inordinately high and
duplicative cash payments from the Government.

'This situation is also conducive to transformation of
for-profit facilities into nonprofit institutions with the owners
selling to a pro forma nonprofit organization at a high pErice
with the purchase price payable on an installment basis
from the excess of revenues over expenses of the now "tax
free" institution.

The staff suggests issuance of regulations (and assurance
of their enforcement) providing for tightened appraisal
procedures where facilities change hands. In such appraisals
"goodwill" should not be recognized as an element of cost,
and depreciation should be allowable only on a straight
line basis as is the case under the tax laws.

4. Tax-Exempt Status of Community Hospitals and
Obligation To Provide Charitable Care

55-58 The staff again calls the committee's attention to a recent
ruling by the Internal Revenue Service (Revenue Ruling
69-545) which overturns prior Service policy that a hospital
must provide charitable services to the extent of its financial
ability in order to justify tax exemption. The new ruling was
announced on October 8, 1969, after the House passed H.R.
13270, the tax reform bill, which included a provision similar
in purpose to the ruling, but before the Finance Commit-
tee deleted the House amendment. The Senate's action in
removing the provision was accepted by the House. The
Finance Committee in deleting the amendment noted that
it desired to consider the question later in the context of
medicare and medicaid.

If the Service, despite the recent legislative history, retains
the policy enunciated in the new ruling, it is conceivable that:

1. Many marginal income families, not now eligible for
help with hospital bills under either medicare or medicaid
and whose resources are insuficient to pay for necessary care
might be denied hospital care now available to them. This
is especially true in the many States which do not now pay
for hospital care provided to welfare recipients of general
assistance. In turn, this would place greater pressure upon
States and Con.ess to expand medicaid at the very time
Congress is seeking means of contracting and moderating
the program.
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2. To the extent hospitals insist that medicare and See pages
medicaid did not pay their full costs they might contend
that they were being asked to provide free or below-cost
care. Those hospitals, perhaps might refuse to serve or limit
service to medicare and medicaid patients, unless the Federal
and State Governments met their unilateral cost determina-
tions and demands. Without the balancing effect of the re-
quirement that free and below-cost care be provided, Govern-
ment might be faced with the choice of complying with pay-
ment ultimatums or seeing millions of poor and aged citizens
denied necessary care in community nonprofit hospitals to
which contributions may be made on a tax-deductible basis.

It is also a matter of fact that the extent of free and below-
cost hospital care has diminished greatly since the advent of
public programs such as medicare and medicaid.

The staff strongly recommends revocation of Revenue
Ruling 69-545 and continuation of the prior position of
the Service. Such action by the Service would assist in
protecting the availability of necessary hospital care to
medicare, medicaid, and other poor patients.

5. Payment for Physicians' Services

The provisions of the statute and the clear congressional 59-67
intent that medicare carriers should not pay physicians
more than they would ordinarily pay for their own subscribers
has not been followed. Congress said that in paying physicians"consideration" should be given to customary and prevailing
fees. In actual practice the medicare regulations require that
payment should be made solely on the basis of customary
and prevailing fees and that private insurance schedules
should not have any influence on what medicare paid. As a
consequence, medicare generally allows payments for the
aged which are substantially higher than those paid under
Blue Shield's most widely held contracts for the working
population, and thus physicians' incomes have been inflated.

The failure to maintain detailed data with respect to
customary charges for each physician and for prevailing fees
in each locality has led to weak administrative practices,
unwarranted delays in payments to physicians and bene-
ficiaries, and high administrative costs. No doubt medicare's
pattern of inflated payments has also served to increase
physicians' charges to the general public because a doctor
is not permitted to charge more under medicare (at least
theoretically) than he does for his other patients.

There is evidence that many physicians are resorting to
"gang visits" and unnecessarily frequent visits to nursing
home and hospital patients in order to up their medicare
payments. Under this practice a physician may see as many
as 30, 40, and 50 patients in a day in the same facility-
regardless of whether the. visit is medically necessary or
whether any service is actually furnished. The physician in
many cases charges his full fee for each patient, billing

85-719 0--0 ---- 2
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See page medicare for as much as $300 or $400 for one sweep through
a nursing home.

In addition, it appears that many physicians are now
billing separately for services which were previously rou-
tinely included in a charge for an office visit or a surgical
fee. For example, routine laboratory tests which were part
of the office visit charge are now billed in addition to the fee
for the visit. In some cases a surgeon now charges separately
for preoperative and postoperative visits, services which
used to be included in his surgical fee.

The results o! the above deficiencies, abuses, and lack-
luster administration are reflected in rapidly rising premium
charges for part B In the opinion of the staff unless basic
changes are made in the structure of reimbursement for
physicians' services, substantial additional premium in-
creases can reasonably be anticipated.

The staff believes that the existing interpretation of the
part B statutory limitation is erroneous and not consistent
with the congressional intent. We recognize, however, that
the interpretation has been applied for more than 3 years;
thus the first. suggestion offered below is intended as a stop-
gap measure. As a permanent solution we think the provisions
concerning reimbursement of physicians should be rewritten
in the statutes. With that thought in mind, the staff has
developed a basis for comprehensive revision which is outlined
in the second recommendation below.
Recommendation for Reasonable Limit on "Reasonable Charges"

67 To conform present medicate practice to the congressional
intent expressed in the statute and contemporaneous com-
mittee reports and if no substantive changes are made in
part B the otaff recommends that all Blue-Shield plans serving
as medicare carriers be required to limit the physician's
charge recognized as "reasonable" to not more than the aver-
age payment actually made for a given service or procedure
under all of lts basic surgical-medical subscriber contracts
during a reasonahly recent prior period of time. Thus, for
example, if Blue Shield in Massachusetts under all of its
various subscriber contracts actually paid an average of $250
for removal of cataract (excision of lens) during 1968, medi-
care would not recognize charges above $250 as "reasonable"
for purposes of reimbursement.

For those services which medicare covers but which Blue
Shield does not, maximum allowances could be calculated on
a basis relative to the average actual payments which Blue
Shield made on the services it does cover.

Additionally, to avoid, at least to some exient, costly and
often medically unnecessary "gang visiting," amounts
allowed should be reduced for multiple visits, on the same
day to patients in the same facility. Similarly, limitations on
amounts allowed for "injections' and routine laboratory
tests should be established and aIplied.
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Fee Schedules: Recommendation for a Part B Program With Built- See pages
In Cost Limitations

We have developed a basis for possible revision of part B 67-69
of medicare, in large part based upon customary insurance
practices in the private sector, which the committee might
consider as it mechanism to substantially simplify administra-
tion and control costs.

1. An advisory board of actuaries and underwriters would
be selected by the Secretary of Health, Education, and Wel-
fare from private health insurance companies to assist
in developing a schedule of fixed indemnity allowances
for surgical and medical care for each of the nine census re-
gions in the Nation (in recognition of geographic variation in
charges for similar medical services). The allowances for any
given region should not bp in•ro .thon J 0 (or possibly 15) per-
cent greater than the average for all other census regions
combined. Appropriate provision should also be made so that
prepaid group practice a'nd similar- programs can provide
care and be reimbursed on other than a fee-for-service basis.

2. The advisers would recommend specific maximum
amounts allowable for covered services based upon a total
monthly premium of $8 per beneficiary-the atnount now
paid-after allocating a sufficient portion of the premium for
reserves and administrative costs.

3. The $50 deductible now in part B would apply only to
charges for services rendered by nonparticipating physicians.

4. Payments would be made on the basis of 80 percent of
the maximum amount allowable specified in the benefits
schedule or 80 percent of the actual charge, whichever was
less.

5. A participating physician would be one who agrees to
accept the scheduled allowance as his full charge for the
services he renders to all medicare beneficiaries. In the
case of a participating physician payments would be made
directly to him by medicare. He would collect 20 percent
of the scheduled amount from the beneficiary. Alternatively,
a co-pay approach might be employed. or example, the
beneficiary would pay out of pocket the first $2 or $3 of the
charge for home and office visits.

6. Where a doctor did not elect to become a participating
physician all payments due from medicare to beneficiaries
for services rendered by him would be made directly to those
beneficiaries on the basis of a receipted or nonreceipted bill.

7. A physician could, upon appropriate notice, elect, or
withdraw from, status as a participating physician.

8. The $8 monthly premium rate would be fixed by law
and could not be changed except by legislative action.

9. In case the premium and• reserves were inadequate to
fully meet the obligations of the program in a given year,
the advisory b6ard would be expected to adjust the scheduled
allowances downward so as to make up the deficit in the
following year or years. Such revisions could be made ap-



12

See pagw plicable only to those regions experiencing abnormal utiliza-
tion or could be made applicable nationally.
Recommendation for Uniform Definitions of Medical Procedures

69 To avoid fragmentation of fees the staff recommends that
uniform definitions of medical procedures and services be
applied in the payment of benefits under part B.

Adoption of uniform definitions would avoid situations
such as that where a surgeon charges one fee for the actual
surgery and then charges additional separate fees for normal
preoperative and postoperative visits. Most Blue Shield plans
allow a single inclusive fee covering the preoperative and
postoperative care ordinarily and routinely provided in con-
junction with the surgery itself.

Appropriate definitions can be obtained from Blue Shield
and others.

6. Payments to "Supervisory" Physicians in Teaching
Hospitals

71-79 A major and costly problem has arisen in medicare with
respect to payment for the services of so-called "supervisory"
physicians in teaching hospitals. Such services may involve
medicare payments of $100 million or more annually.

The problem concerns charges to "institutional" (also
called "service") patients in contrast to bona fide private
patients.

The institutional patient generally does not have a private
physician in the normal sense.

Private patients on the other hand generally have their
own doctors who visit and treat them during the hospital
stay. The private patient has chosen and in effect, contracted
with his doctor, whereas the institutional patient-without
a private doctor of his own--has an attending physician
assigned to him by the hospital. The service patient, thus,
looks to the institution for his medical care rather than to a
private physician.

Serious questions have arisen with respect to payments to
supervisory physicians designated as attending physicians for
medicare beneficiaries-including possible fraudulent sub-
mission of claims for services never rendered.

'What has occurred is that medicare offered teaching insti-
tutions and physician associations an opportunity to secure
funds through billing the institutional patient as if he were
a private patient. The teaching physicians, themselves, do
not appear to be profiting personally from the billing to
medicare of private patient fees for institutional patients.

The services to institutional patients are often actually
provided by interns and residents and are paid for under the
hospital insurance plan. Medicare may be paying for the
same service twice when it also pays the "supervisory"
physician under the medical insurance plan.

Prior to medicare, few Blue Shield plans or commercial
health insurers paid on a fee-for-service basis for supervisory
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services rendered by teaching physicians in teaching hospi- See pages
tals. Relatively few teaching institutions even attempted to
bill for such services-it was not "customary" nor did it"prevail."

The basis for reimbursement of supervisory physicians
under medicare was established by the Bureau of Health
Insurance upon recommendations of an advisory group it
appointed whose membership consisted solely of those who
might benefit from those recommendations.

The staff questions whether the medicare beneficiary is
under any leral obligation to pay for such services and, as
noted, found little precedent prior to medicare for submission
of charges for "supervisory" physicians.

We believe the practice is wrong and must be stopped.
While medical schools and teaching hospitals are undoubtedly
in need of additional sources of funds, the staff does not
believe that millions of older people should be required to
subsidize medical education through their part B premiums.
The proper approach to additional financing ot medical edu-
cation is through the appropriations process where needs can
be established, justified, and met on the basis of specific re-
quirements of specific institutions.

7. Large Payments to Health Care Practitioners

The Appropriations Committee of the Senate annually 81-88
secures and publishes a listing of those to whom payments
aggregating $5,000 or more, are made by the Department of
Agriculture. Additionally, where crop support and other
Agriculture Department payments aggregate $600 or more,
those amounts are routinely reported to the Internal Reve-
nue Service.

Against that background, the staff requested the Depart-
ment of Health, Education, and Welfare to prepare separate
listings of health care practitioners paid $25,000 or more,
directly or indirectly by either medicare or medicaid in 1968.

The incomplete and partial listings indicated that at least
4,300 individual practitioners plus an additional 900 physi-
cian groups each received at least $25,000 from medicare in
1968. The solo practitioners included at least 68 who were
known to have received $100,000 or more.

Following receipt of the names of physicians paid $25,000
or more under medicaid, the Bureau of Health Insurance
was requested to supply the amounts, if any, also paid those
same physicians by medicare. (That was done because a
physician who received $100,000 from medicaid might have
received less than $25,000 from medicare and would not,
therefore, have appeared on the medicare listings.)

The combined listings-by amounts paid and type of
practice-appear in appendix B, p. 163. The data-which
the staff emphasizes is partial and incomplete-reveal that
both programs are reimbursing many physicians many
thousands of dollars each.
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See page Hundreds of the payments profiles indicate that the
physicians involved might be abusing the program. For
example, we found many general practitioners each paid
$15,000, $20,000, or more for laboratory services. We found
large payments being made for what appear to be inordinate
numbers of injections. In many cases, we found what is
apparently overvisiting and gang-visiting of patients in
hospitals and nursing homes.

The staff believes that the majority of physicians on whom
information was gathered provided medically necessary
services for which they were entitled to charge and be reim-
bursed. On the other hand, medicare's payments structure
did little to discourage-in fact it encouraged-high fees,
and thus may well have contributed to the very substantial
payment totals to those same physicians.

Tin sum, it appears absolutely necessary thit each carrier
under medicare and each State's medicaid administrator be
required to regularly compile and evaluate basic payments
profile information' with respect to each health care prac-
titioner. The questionnaire developed by the staff undoubted-
ly can be niodified and improved into a more effective screen-
ing device. Nonetheless, the kinds of data requested in the
staff's rather elementary questionnaire are those which tend
to indicate patterns of overutilization and overcharging.

Shortcomings exist with respect to the present capacity of
the Government and its agent-carriers to undertake com-
plete and professional evaluation and followup on their own
of the specific data gathered on thousands of health care
practitioners who were paid large sums under medicare and
medicaid. It might be appropriate, therefore, to consult with
and enlist the support of alIprofessional organizations con-
cerned which might be helpful in evaluation and follow-up
programs. However, procedures which involve peer review by
professional associations should not be undertaken without
precise spelling out and assurances that such review will be
comprehensive and effective-not paper and token.

The staff would also suggest that each State be routinely
and regularly provided medicare payments profile data with
respect to physicians practicing in that State. Such infor-
mation would enhance the State's utilization and cost control
capacity in its medicaid program inasmuch as many physi-
cians serving medicare beneficiaries also care for medicaid
recipients.

8. Incentive Reimbursement Methods for Hospitals, Ex-
tended Care Facilities and Physicians Under Medicare

89 With a view toward spurring increased efficiency and
economy in the medicare and medicaid programs, the staff
is working to perfect an incentive reimbursement system.
We believe that effective incentives to improved performance
will result if better-than-average performance is rewarded
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with a money payment-the better the cost control the See pages
larger the payment. This premise parallels (if it is not the
same as) that underlying the competitive enterprise system-
better performance and efficiency of operation yields higher
returns.

We believe also that to be workable an incentive reim-
bursement system must recognize the role of the physician
as the key to controlling major portions of health care costs.
It is the physician who determines whether a patient is to
be hospitalized or placed in an extended care facility. It is
the physician who determines the patient's length of stay
in a health care institution or a hospital. It is the physician
who orders, the endless variety of costly services-such as
X-rays, laboratory services, and drugs-which are provided
to the hospitalized patient.

The theory on which our work is progressing involves a
sharing with the providers of health care of a portion of the
savings to the medicare program growing out of their in-
creased efficiency and greater control over utilization in the
future as compared to the first 3 years of operation of
medicare.

We also believe that to be effective, an incentive must
include a disincentive to continued poor performance.

It is our hope that our recommendation for an incentive
reimbursement system can be submitted to the committee
at an early date, and that it will stimulate the public dis-
cussion and consideration which must precede serious
legislative action on so important and sensitive a matter.

9. Certification of Extended Care Facilities

With the inclusion of posthospital extended care benefits 91-96
under medicare, the Congress introduced a new concept into
the hospital insurance program; an alternative, less costly
institutional setting for the provision of medical care. The
benefit was intended to encompass an "extension" of hospital
care-care which in the absence of an extended care setting
might otherwise have to be provided in the hospital. Extended
care was not a term denoting duration-but rather a type of
care somewhat less intensive and comprehensive than that
ordinarily provided the acutely ill patient in the hospital.
It was a type of care not ordinarily provided by nursing
homes.

Congress intended that extended care facilities meet re-
quirements designed for convalescent and rehabilitative care
of high quality. The "conditions of participation"-require-
ments tobe met by a facility in order to qualify-were drafted
by the Department of Health, Education, and Welfare on a
basis consistent with hie congressional intent.

Despite the high s. "dards, in the actual process of certify-
ing facilities, nursib- "omes have not been required to fully
meet the condition of participation. Rather, in applying
these standards, all that has been required is "substantial
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See page. compliance" and progress toward full compliance. Some
facilities were certified as in "substantial compliance" which
could not, by any reasonable criteria, be considered to be
without serious deficiencies.

With respect to this problem, the staff recommends that
certification of facilities with deficiencies-other than those
of an insignificant and minor nature-be prohibited.

The statute permits a "distinct part" of an institution
rather than the entirety to be certified as an extended care
facility, so as to encompass hospital wings or distinct infir-
mary sections with a high level of care in nursing homes.
But the provision has been used in another way.

About 800 nursing homes have had a portion of their
institution certified as an ECF. The vast majority of these
are not in full compliance with the standards. At present,
there need be no physical separation of beds or appropriate
accounting separation of costs and it is difficult to determine
which personnel work where. This enables homes to increase
or decrease the number of beds designated as "extended
care" so as to maximize medicare reimbursement. Surplus or
unoccupied beds tend to be arbitrarily designated as "ex-
tended care" beds with resultant excess apportionment of
costs to medicare.

The Secretary of Health, Education, and Welfare called
attention to this problem in his Second Annual Report on
medicare. To our knowledge no action has, however, been
taken to date to remedy the situation.

The staff suggests that administration of the "distinct
part" provision be modified to encompass only a physicially
and clearly distinct section of a practial size operated as a
department with a separate nursing station. Further, clear
accounting distinctions should be made for the "distinct
part" and a reasonable vacant bed limitation applied which
is not higher than the unoccupied bed ratio in the non-
medicare portion of the facility.

10. Medicaid Skilled Nursing Home-Intermediate Care
Facility Relationship

97-104 In a major effort ýp control rapidly rising skilled nursing
home costs under ,4nedicaid, the Committee on Finance
approved an amendment to the Social Security Act in 1967
to pay for care in an institution providing "services beyond
room and board but below the level of skilled nursing homes."
Such facilities were to serve as a lower-cost alternative to
more expensive skilled nursing home or hospital care.

The service was intended according to the statute for those
who: "* * * because of their physical or mental condition
(or both) require living accommodations and care which, as
a practical matter, can be made available to them only
through institutional facilities: and do not have such illness,
disease, injury, or other condition as to require the degree of
care and treatment which a hospital or skilled nursing home
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(as that term is employed in title XIX) is designed to See pagu
provide."

The committee report stated that the care was to be appro-
priate to the needs of the individual and that regular inde-
pendent professional audit was to be made of his needs to
assure that he was properly placed.

The congressional intent is not being fulfilled. Nursing
homes have been reclassified as intermediate care facilities
on a wholesale basis whore they cannot or will not meet the
standards required for participation as skilled nursing homes
under medicaid. This approach appears designed more as an
accommodation of substandard institutions than to encourage
development of reduced levels of care appropriate to the needs
of persons capable of being transferred from skilled nursing
homes and mental hospitals.

Perhaps of greater importance is that the independent
professional or medical audit-required in the case of skilled
nursing home patients-is often not rendered in the case of
each patient to determine that hi8 needs would best be
served in that particular intermediate care facility.

Quite simply, contrary to the letter and intent of the law,
faciities and patients are classified as "intermediate" care
on a wholesale basis. Furthermore, in several States, includ-
ing Massachusetts, Rhode Island and Ohio, many interme-
diate care facilities are being paid for care at rates greater
than those paid to many ski led nursing homes participating
in medicaid in the same areas. Again, this ii expressly con-
trary to the congressional intent that intermediate care was
to be a less costly alternative to skilled nursing home care.
It is certainly inconsistent to pay more for services in a
facility which by law is an institution in whieh a lower level
of care is provided, than in an institution which, also by
law, requires a higher level of care.

The staff recommends that appropriate legislative action
or administrative action by the Department of Health, Edu-
cation, and Welfare be taken to prohibit payments to inter-
mediate care facilities at the same or greater rates than those
made to skilled nursing homes in an area. The' Department
should also be requested to assure that States do Dot ignore
the statute and congressional intent w-ith respect to inde-
pendent medical or professional determinations that the
needs of a particular person can best be met in an inter-
mediate care facility.

11. Institutional Utilization Review Mechanisms

One of the important provisions which Congress included 105-
in the original medicare law as a control and safeguard on 11t
unnecessary and excessive usage of institutional care was
the requirement that each participating hospital and ex-
tended care facility have a utilization review plan.

The detailed information which the stair has collected
and developed indicates clearly that the utilization review
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See pagn requirements have, generally speaking, been of a token
nature and ineffective as a curb to unnecessary use of insti-
tutional care and services. Utilization review in medicare
can be characterized as more form than substance. One State
medical society described the present situation in these words:
"Where hospital beds are in short supply, utilization review

is fully effective. Where there is no pressure on the hospital
beds, utilization review is less intense and often token."

Widespread failure to effectively apply utilization review
results from several factors:

1. The regulations which have been issued on institutional
utilization review requirements are not in accordance with
the terms and intent of the statute.

2. Certification of hospitals and extended care facilities
for participation in the program have been continued by the
State health agencies and the Department of Health, Educa-
tion, and Welfare despite the fact that basic statutory re-
quirements have not been met by those institutions.

3. Many intermediaries under the program have either
ignored or been negligent in assuring that institutions have
functioning and effective utilization review mechanisms.

4. The Social Security Administration has made little
effort to verify that contracting agents-State health agen-
cies and intermediaries-carry out the terms of their con-
tracts on this point.

In addition to improving administration of the present
institutional utilization review requirements, certain legisla-
tive changes might be considered which could further improve
the review process. Some possible changes are:

1. Where feasible, have the physician positions on a
utilization review committee for a particular hospital filled
by physicians associated with another hospital.

2. Require that utilization review plans for extended care
facilitiesbe or ani7ed outside the institution, either through
a hospital affiliation, the local medical society, or the local
health departments.

3. By appropriate Federal and State legislation, exempt
health care practitioners from legal liability for decisions
made during required utilization review or medical audit
activity.

4. Require intermediaries to employ and apply local,
regional, and possibly national utilization criteria in evaluat-
ing the provision of institutional services.

5. Offer homemaker benefits, on a demonstration basis
initially, as an alternative to more costly institutional care.
The homemaker benefits, while chargeable as a home health
benefit, would be distinct from the services presently avail-
able from home health agencies.

12. Medicare Fiscal Intermediaries

118- Under dhe law, groups or associations of providers of
116 services--hospitals, extended care facilities, and home health
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agencies-can nominate an organization to act as "fiscal
intermediary" between them and the Government.

The Department of Health, Education, and Welfare may
not enter into an agreement with any intermediary unless the
Secretary finds that use of the intermediary is consistent
with "effective and efficient administration" and the inter-
mediary is able and willing to assist providers in the ap-
plication of safeguards against unnecessary utilization of
services.

Most nonprofit community hospitals nominated thE3 Blue
Cross Association as intermediary through their membership
in the American Hospital Association. Somewhat more than
one-half of the extended care facilities also nominated Blue
Cross as intermediary.

A number of serious problems and issues related to inter-
mediary nomination and performance have come to the
attention of the staff.

1. Inasmuch as providers select the intermediary, some
intermediaries have been reluctant to apply positive admin-
istrative requirements with respect to costs and utilization
review for fear of losing the providers' nomination. Other
intermediaries have apparently solicited providers with
implicit promises of preferential treatment. Some inter-
mediaries also sell insurance to the providers they serve-
creating an implicit conflict of interest situation.

In this regard, the staff concludes that the original purpose
of the provision for provider nomination of intermediaries
has been largely served. With the maturation of medicare
consideration should be given, in order to avoid the types of
problems discussed above, to authorizing the Secretary of
Health, Education, and Welfare to designate intermediaries
under part A as he now selects carriers under part B.

2. The Blue Cross Association is the prime contractor as
intermediary with the Bureau of Heatth Insurance. The
association seeks to coordinate the activities of the many
local Blue Cross plans who actually function as interme-
diaries. The system which the association has established
has been criticized as often constituting an additional, costly,
and duplicative layer of administration. The administra-
tive capacity of individual Blue Cross plans ranges widely-
yet the Bureau of Health Insurance has so far taken the
good plans with the poor ones under this all-or-none prime
contract arrangement with the Blue Cross Association.

The Bureau of Health Insurance should in any subsequent
contracts with the Blue Cross Association reserve and exer-
cise the right to select as local intermediaries only those Blue
Cross plans which are capable of proper and efficient per-
formance. Social Security regional offices should also have
authority to deal directly with local Blue Cross plans on
medicare matters without the necessity of routing all but
the most nominal inquiries through the offices of the Blue
.Cross Association.
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See pages 3. Intermediary performance varies widely with respect to
processing time on medicare bills, the proportion of bills
returned from Social Security to intermediaries because of
errors, tho ]proportion of bills pending for long periods of time
and administrative costs.

The performance of some intermediaries a)peam so much
below average that serious consideration of repl acement by a
better performing intermediary seems called for. That process
would be facilitated if the intermediary nominating pro-
cedure was modified as the staff suggests.

13. Medicare Carriers

117- Medicare carriers are selected by the Secretary of HEW
120 to process and make payment for part B claims and to serve

as a channel of communication between the Bureau of
Health Insurance and those furnishing services covered
under the Supplementary Medical Insurance Plan.

Carrier performance under medicare has in the majority
of instances been erratic, inefficient, costly and inconsistent
with congressional intent. The Bureau of Health Insurance
has taken little action to weed out and terminate the in-
efficient carrier. Extensive comparative data collected for
the staff clearly indicates wide variation and frequent low
levels of performance.

Unquestionably many millions of dollars of public funds
have gone to subsidize carrier inefficiency. Some of this
expense was unavoidable but much of it could, the staff
believes, have been avoided through alert, aware, and prompt
action by the Social Security Administration. While millions
of dollars invested in inefficient carriers, thus far, would be
lost through termination, the staff believes that the Govern-
ment (and the older citizens who pay half of those costs)
would gain far more in the long run by replacing them now.
What appears needed are fewer carriers and a benefits and
administrative structure lending itself to genuine competition
for appointment to the job of medicare agent.

A number of Blue Shield-plans initially refused to comply
with that part of the instruction by social security to
identify, by name, physicians who had been paid $25,000
or more by medicare in 1968. Most of the plans which de-
clined to provide the information requested said that they
had not been "authorized to do so by the physicians in-
volved."

Clearly, the issue raised did not involve "authorization" by
physicians. The staff could find no provisions in law, regu-ation or carrier contracts which provided that identification
would not be made to the Federal Government except with
express physician "authorization."

The underlying concern of those Blue Shield plans which
resisted providing names is understandable. Blue Shield
works with and depends upon the goodwill of physicians for
much of the success it enjoys in its regular day-to-day busi-
ness where in most instances it actually contracts with indi-
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vidual doctors. In medicare, howevAr, the contract is with Seepages
the United States Government. The Government's obligation
is to undertake such procedures as will assist in assuring its
citizens-particularly the millions of elderly who pay pre-
miums-that their money is being properly expended.

The Government is "trustee" of the part B trust fund.
The staff stresses that its concern is with the basic issue of
public accountability-not with any advocacy of publication
of the names of individual physicians and the amounts paid
them. As we preNiously suggested in item 7, the staff be-
lieves identification by name of physicians receiving large
payments is vital to any serious effort at cost and utiliza-
tion control.

14. The Quality of Administration of Medicare
A number of areas of administrative laxity by Social 11-

Security in implementing, operating, and supervising medi- 128
care have been previously noted. Other areasywhero improve-
ment in performance seems necessary are in the quality of
information supplied to and requested of carriers and inter-
mediaries as well as in present program evaluation and
research activities.

In response to staff questionnaires, carriers, and intermedi-
aries frequently indicated their belief that Bureau of Health
Insurance instructions were not issued in timely fashion,
were often too voluminous and detailed, and not written in
clear and concise fashion with appropriate examples. Those
comments (unidentified as to source) have been turned over
to the Social Security Administration for their use in im-
proving their instructions. The staff, on the other hand, is
not unaware that some of the carrier' and intermediary
criticism may have been self-serving and intended to gloss
over their own poor performance.

One of the more important elements in appraising ad-
ministrative performance is the quality of the research
and program evaluation effort. One of the most important
uses of program statistical data-sound cost estimating-
deserves mention because some 3Y2 years after the start of
medicare, they are still based on incomplete program expe-
rience and only utilization estimates are based upon any
substantial program data. Principle causes of the delay in
securing data arise from the fact that so few hospital account-
ing periods have been finally settled, and from an ineffective
and cumbersome health insurance research effort.

The staff concludes that the present health insurance
research and program evaluation effort needs to be substan-
tially revised. In this connection the following suggestions are
made:

1. Health insurance research directly related to day-to-day
evaluation of program administration should be given the
highest priority and should be placed in the Bureau of
Health Insurance as an administrative control under the
authority of the Director of the Bureau of Health Insurance.

2. Program data useful for cost-estimating purposes should
be given a priority only slightly lower than program evalua-
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See pages tion data and should be designed and analyzed by the Office
of the Chief Actuary.

.3. Health insurance research related to the impact of the
program on beneficiaries and the health industry should have
the next priority and should be carried out, as now, under the
direction of the Office of Research and Statistics.

4. Contractors with the program-carriers, intermediaries,
and State agencies-should be relieved of as much data
gathering and report making as possible consistent with the
objectives of the research and should be the regular recipients
of analys69 of data which might be useful to improvement of
their performance.

15. Medicaid Administration

125- There are serious and costly deficiencies in the operation,
127 administration and supervision of the medicaid program.

The tyl)ical medicaid patterns are slow payment to Sul)plierg
of health care goods and services; little effective effort to
determine whether those goods or services were necessary
(or even given); little or no control over recipient abuse;
and, general laxity of administration. Findings of the
HEW Audit Agency, reviews of State programs made by
the- Medical Services Administration (the HEW agency
responsible for overseeing medicaid), General Accounting
Otffce reports and those of various individual State agencies,
as well as staff conferences with State legislators, admlnistra-
tors, and others-all underpin the negative conclusions of
the staff.

The recommendations which follow may serve as the
basis for committee consideration of methods of improving
medicaid. Another key element, however, is essenti~d if the
program is to function as intended. While the Medical
Services Administration probably requires additional person-
nel if effective Federal supervision is to be realized, it
appears vital thai any additional and present personnel-
including officials--operate with a greater sense of respon-
sibility and direct involvement than has been manifested
heretofore. The Medical Services Administration needs
dynamic, concerned, and qualified leadership and staff if a
complex, costly, and important program such as medicaid is
to be soundly administered.

127- The staff recommends the following actions to improve the
1834 medicaid program:

1. Require usage of fee schedules for payment of health
care practitioners.

2. Reduce drug costs through adoption of the type of
amendment offered by Senator Russell B. Long in 1967
which was approved by the Senate but not enacted at that
time.

3. Curb overutilization by requiring prior professional
approval of elective procedures and expensive courses of
treatment.
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4. End costly "doctor shopping" by recipients through See pages
requiring designation by the recipient of a "primary physi-
cian."

5. Facilitate reporting and detection of abuse and fraud
by requiring States to provide medicaid recipients with
statements outlining payments made in their behalf.

6. Modify present law so as to make practicable reasonable
cost-sharing payments by the medically indigent.

7. Prohibit making of vendor payments to independent
collection and discount agencies to whom providers have
sold their medicaid or medictire due bills.

8.. Improve Federal administration, and supervision as
well as establish formal and informal'cooperative arrange-
ments with and between States.

9. Establish a medicaid fraua Tf nd -'abuse unit in HEW.
10. Require States to maintain specific organizational

units for the l)revention, detection, and investigation of
fraud and abuse in their health care programs.

11. Combine the Medical Assistance Advisory Council
with the Health Insurance Benefits Advisory Council into a
single body to facilitate coordination and, communication in
the two principal Federal health care financing programs.

16. Other Areas of Actual and Potential Abuse in
Medicare and Medicaid

Concern has been expressed by many existing health care 135-
institutions and others over the tremendous growth in chain 143
operation and construction of medical facilities and their
acquisition of related companies.

Certainly, no case can or should be niade solely because of
size against an organization which limits its activity to a
number (even a large number) of a single type of heal h care
facility--such as skilled nursing homes. In such instances,
where the chain operates beds which are needed in a com-
munity and without the presence of conflicts of interest,
opportunities exist for significant economies and efficiency
in the provision of necessary health care. The problems arise
with respect to the overpromoted chains consisting of con-
glomerations of various types of health care facilities and
services where, in the final analysis, the Government, in
the main, is expected to recognize for reimbursement in-
flated prices paid by those chains in their eagerness to expand
and demonstrate growth, presumably in order to generate
demand for their stock.

Other hospitals and skilled nursing homes are being built
or proposed for communities where existing facilities are
adequate to serve the needs of those areas. In most instances,
this construction is not subject to approval of areawide plan-
ning agencies and if prior experience is any yardstick, if a
bedis available, it will be filled.

In the above instances, bona fide competition does not oc-
cur with respect to whether one facility is more efficient and
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economical than another. What competition does exist is
for scarce health manpower and patients-both generating
further upward pressure on already high costs.

In the competition for a ing patients, several of the
largest chains, deliberately fo low a policy of selling stock to
local physicians as a means of assuring th at the new facility
will get paying patients. Unquestionably, many physicians,
who have an ownership interest in a facility, are not moti-
vated by that interest in their treatment of patients. None-
the! ass, there is always the appearance of a potential or
implicit conflict-of-interest in physician ownership of a
health care facility or service in which he treats his patients
in -terms of admissions policy, the range and frequency of
services supplied, and dates of patient discharge.

There is a requirement in title 19 of the Social Security Act
that States maintain a current list of owners of interests of
10 percent or more in skilled nursing homes. The staff
requested those lists, and then, on a sample basis due to the
massive amount of material received, cross-checked on
physician-owners of nursing homes who had also received
payments of $25,000 or more from medicare in 1968. A
number of these physicians with financial interests in skilled
nursing homes and in some cases proprietary hospitals as
well showed unusual amounts and patterns of charges. In
particular the frequency of visits to institutionalized patients
and the aggregate amounts billed for such visits as well as
for injections and laboratory services indicate an obvious
need for thorough followup.

In addition to efforts to have unusually high cost bases
recognized for purposes of medicare reimbursement, some
chains (as well as some consulting firms who own stock in
institutions for which they consult) have also sought accept-
ance as reimbursable costs of unusally high salary, franchise
fee, percentage of gross-income, and purchases from related
organization arrangements. Social Security has recently
stepped up its efforts to detect and prevent abuse in those
areas and that activity is certainly justified and worth while.

Another area of concern which has implications, not only
for medicare and medicaid, but also for the tax collector,
involves a trend toward changing the status of a proprietary
health care facility to that of a "nonprofit" institution. For
example, a group of physicians who own a proprietary
hospital with a depreciated replacement cost of $2 million
might claim a "fair market value" of $4 million (inclusion
of goodwill, etc.) and sell it for that sum to a nonprofit
organization which they in fact control. The purchase price
is to be paid from the excess of cash flow over expenses of
the hospital. Prior to the transfer of ownership, the hospital
may have had average net income of $200,000 subject to
ordinary tax. That $200,000 excess of income over expenses
now becomes tax free and can be applied toward payment
of the inflated $4 million purchase price (along with other
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items of cash flow such as depreciation) where, in large part, See pages
it becomes subject to capital gains tax rates rather than
ordinary income rates.

A principal problem in these situations is that, under
existing law, it is debatable whether the Internal Revenue
Service can deny tax-exempt status to nonprofit hospitals or
nursing homes engaging in transactions of this type, particu-
larly where there is allegedly arm's-length dealing.

It is suggested that the committee consider requesting
the Department of the Treasury to submit such legislative
proposals or other recommendations as may be deemed
necessary to avoid abuse of tax-exempt status and capital
gains treatment in the sale or exchange of health care
facilities. Particularly, the Treasury should suggest means
of valuing such facilities which do not possess manipulative
potential.

With respect to asset valuations for purposes of reim-
bursement under medicare and medicaid, the staff has
recommended earlier in this report that "goodwill" not be
recognized as an element of cost where a transfer of owner-
ship occurs. Further, depreciation expense should be recog-
nized only on the same basis as in the tax laws-straight-line
historical cost.

17. Reporting of Medical Payments to Tax Collector

Until very recently, insurance companies (including those 146-
participating in medicare), many B ue Cross-Blue Shield 160
organizations, State agencies participating in the medicaid
program, and employers and unions having self-insured or
self-administered health plans did not file information returns
with the Internal Revenue Service when they made payments
to (or with respect to) doctors, dentists, and other suppliers
of medical and health care services and goods on behalf of
individuals.

On November 13, 1969, largely in response to views
previously expressed during hearings before the Committee
on Finance (Hearings on Medicare and Medicaid, July 1 and
2, 1969), the Internal Revenue Service revoked its prior
policy and announced that henceforth information returns
would be required with respect to payments agregating
$600 or more made to a doctor or other provider, payments
made to corporations (including professional service corpo-
rations set up by doctors for tax purposes) were specifically
excepted from this reporting requirement.

No doubt this change in attitude by the Internal Revenue
Service and the publication of its new position requiring
information returns with respect to medical payments made
to doctors and other providers prompted the conferees on
the Tax Reform Act to omit a Senate amendment added to
the bill by the Committee on Finance before the Service
position was reversed. This Senate amendment called for
detailed reporting of medical payments, including payments

85-719 0-70----8
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made to an insured person, either in reimbursement for
payments he had made to a doctor or other provider, or
with respect to services performed by the doctor or other
provider.

The •i aff believes the present requirements of the Internal
Revenue Service leave much to be desired. As already noted,
they do not cover payments mad.- corporations. Nor do
they cover the so-called indirect payments-those payments
made to the insured who receives the amount, either as
reimbursement for payment he has already made, or who

resumably will use the proceeds in settlement of an unpaid
till. The staff views this shortcoming of the present reporting
requirement as a substantial defect which can lead to massive
shifts in billing practices by doctors and other providers of
health care services seeking to avoid having their payments
reported to the tax collector. Such a shift could also have
serious implications with respect to the patient who may be
unable to pay his doctor first and then seek reimbursement
under his health insurance policy.Another important defect in the new reporting require-
ments concerns the inability of the Internal Revenue Service
to require the payer to furnish the doctor or other provider
of medical services, goods, or supplies with a copy of the
information return or similar statement. We believe it is
important that the doctor or other provider be informed of
the amount reported to the Internal Revenue Service as
having been paid with respect to services he rendered or
goods and supplies he furnished.

Yet another defect in the new reporting requirements is
their failure to impose a reporting responsibility upon payees
acting as conduits and who, in fr.,ct, merely transfer the
insurance proceeds to the taxpayer actually rendering the
services. For example, many clinics or associations of doctors
may designate a single doctor to receive payment for services
rendered by all the doctors in the clinic or association. The
same could be true of doctors who join together in a profes-
sional service corporation for the practice of medicine. The
staff believes the information required under the new
Internal Revenue Service requirement will not be very
useful as an enforcement device because IRS cannot know
which doctor received what portion of a consolidated group
payment.

Unfortunately, these defects largely reflect shortcomings
in the statute itself, and, few if any of them can be corrected
by further administrative action.

Probably the most serious shortcoming of the present
reporting requirement, however, concerns whether it is
supported by the present law. The applicable statute (section
6041 of the Internal Revenue Code) requires "all persons
engaged in a trade or business and making payments in the
course of such trade or business" to render a true and accu-
rate return reporting payments to another person aggregating
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ments paid by an insurance company to or on behalf of a
private citizen for health care goods and services are not
encoml)assed by this language. Rather it is argued that the
insurance company, in such cases, merely acts as the agent of
the private citizen. And, pursuing the analogy, since the
private citizen. is not required to report payments he makes
to his doctor for services rendered to him, neither is the
insurance company.

The Internal Revenue Service position with respect to this
question is stated as follows in the Revenue Ruling announcing
the new reporting requirement:

Payments of fees under the plans, programs, or policies
here considered to doctors or other suppliers of health
care services are made in the course of the trade or busi-
ness of the persons making the payment. Accordingly, it
is held that such persons are required to file forms 1099
with respect to such payments made directly to doctors
or other suppliers. (Revenue Ruling 69-595-Nov. 13,1969.)

The staff has i.lready observed that the new reporting re-
quirement fails to require reports of indirect payments (those
made to a private person to be repaid, to a doctor or other
provider). At this point we express the fear that the contro-
versy described in the two immediately preceding'paragraphs
could develop into litigation which might place the validity
of the present reporting requirement in doubt for years to
come.

With payer of dividends and interest now required to re-
port payments to a person aggregating $10 or more during the
year (with additional statements required of nominees iden-
tifying the principal to whom they repaid the amounts) the
present reporting requirements with respect to medical pay-
ments seems particularly inadequate. In the opinion of the
staff the committee should consider again the sort of compre-
hensive amendment it added to the Tax Reform Act. That
amendment corrects and overcomes the defects in the new
administrative reporting requirement and would provide the
Internal Revenue Service with information vastly more use-
ful to it in enforcing the tax laws of the Nation.



CHAPTER ONE

FISCAL IMPACT OF MEDICARE

The Medicare law enacted in 1965 included benefits under two
parts: (1) Part A, Hospital Insurance, provided hospital benefits and

extended care and home health benefits after hospitalization; and
(2) Part B, Supplementary Medical Insurance, paid part of

the cost of doctors' services, diagnostic services (such as X-rays
and laboratory tests), and home health services (even without
prior hospitalization).

The hospital insurance program under Part A was to be financed
through an employer-employee tax at a combined rate of 0.7 percent
of taxable wages in 1966, rising to 1.0 percent in 1967--1972 to an
ultimate'rate of 1.6 percent in 1987 and thereafter. The tax was to
apply to only the first $6,600 of annual wages. Half of the cost of the
Supplementary Medical Insurance program under Part B was to be
borne by the enrollee, and the other half of the cost was to be matched
from Federal general funds. At the start of the program, July 1, 1966,
the enrollee's monthly premium was set at $3.

Hospital Insurance

In 1965, when the medicare program was enacted into law, the
hospital insurance program was estimated to cost 1.23 percent of
taxable payroll over a 25-year period. Almost all of this was attribut-
able to hospital benefits. Benefit payments for 1970 were projected at
$3,116 million (including benefits for all medicare eligibles); 1990
benefits were projected at $8,797 million.

During congressional deliberation on the 1967 Social Security
Amendments, the 1965 actuarial estimates were thoroughly reevalu-
ated. On the basis of that reevaluation, the actuarial cost estimate
over a 25-year period was raised to 1.54 percent of taxable payroll
(with a $6,600 tax base) rather than 1.23 percent-a 25-percent in-
crease. The actuarial deficit of -0.31 percent combined with the low
scheduled contribution rates in the early years of operation, meant
that the Hospital Insurance Trust Fund would be exhausted in 1970
unless Congress took steps to shore up the program's financing.

Minor changes in the benefit structure in the 1967 amendments had
virtually no effect on the long-range cost estimates. But two steps
were taken to strengthen the actuarial soundness of the hospital
insurance program: (1) The taxable wage base was increased from
$6,600 to $7,800, and (2) the combined employer-employee tax rate
was raised 0.2 percent per year above the scheduled rates in prior
law. These two financing measures were estimated to bring the
hospital insurance program into close actuarial balance (with an
0.03-percent long-range surplus). With a higher wage base and thus a

(29)
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larger taxable payroll, the long-range cost was now estimated at 1.38percent of taxable payroll over the 25-year period. Benefit payments
for 1970 were now estimated at $4,441 million; for 1990, they were
projected at $10,843 million.

Again in early 1969, the actuarial cost estimates were reevaluated,
and new estimates were incorporated in the 1969 report of the HospitalInsurance Trust Fund trustees. For the first time, actuarial assump-
tions were at least partly based on actual program experience.

The increase in projected program costs was dramatic. The cost wasnow estimated at 1.79 percent of taxable payroll over the next 25years; 1970 benefit payments were estimated at $5,029 million, and1990 benefit payments were projected at $16,830 million-in bothcases, almost twice the original estimates. The Hospital Insurance
Trust Fund was estimated to have an actuarial deficit of -0.29
percent; the trust fund would under the prevailing contribution
schedule (including the 1967 increase) be exhausted by 1976.

In September 1969 the program costs were projected again on apreliminary basis, by the Social Security Chief Actuary. Previous
estimates were dwarfed by the new projections, which set the cost at2.27 percent of taxable payroll over the next 25 years-and an actuarial
deficit of -0.77 percent, the equivalent of $126 billion, about half ofestimated receipts under present law during the 25-year period. Theactuarial deficit has been increased to -0.80 percent (an additional
-0.03) due to December 1969 liberalizations in the reimbursement
formula for hospitals. In dollars, the 25-year shortfall under present
financing becomes $131 billion. The trust fund is now projected tobecome exhausted by 1973 unless additional financing is provided.

A comparison of the actuarial estimates made in 1965, 1967, and
January and September 1969 is shown in table 1 below.

TABLE 1.-Hospital insurance benefit cost projections
(In billions of dollars)

Estimate Estimate. Estimate
of 1970 of 1975 of 1990

costs costs costs

Actuarial estimate made in 1965.-------------------. 3. 1 4. 3 8. 8Actuarial estimate made in 1967-................. 4. 4 5. 8 10. 8Actuarial estimate made in January 1969--.5. 0 7. 6 16. 8Current estimate. . . ..----------------------------. 5. 8 (1) (1)

I Unavailable.

Basically, the significant underestimates made in 1965 were theresult of basing cost projections on then recent utilization and cost
experience. In fact, the actuarial assumptions accepted by the Con-gress generally were deliberately more conservative than thatexperience warranted. Unfortunately, utilization rates and inflationary
and other cost increases under medicare far exceeded the experiencebefore 1965. Thus, the increases in cost estimates should be viewed
as indicative not of poor actuarial assumptions, but rather as indica-
tive of inflationary pressures and a serious lack of effective utilization
and cost controls in administering the medicare program.

The major elements of the actuarial estimates are discussed below.
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Rising Hospital Costs and Increasing Hospital Utilization
In 1965, actuarial estimates of hospital costs were based on the

assumption that in any year, 21.7 percent of the 19 million persons
covered by hospital insurance would be hospitalized, with an average
hospital stay of 14.55 (lays covered under the program. On.the average,
this would represent a utilization rate of 3.16 days of hospitalization
per year per eligible person (whether or not he A vas actually hospital-
ized). It should be noted that this utilization rate was deliberately
set 20 percent higher than the original actuarial estimates of the Ad-
ministration in order to allow for possibly higher utilization. Based on
then current experience, it was assumed that average &daily hospital
costs under the program would be $40.06 in 1966; daily costs would
increase 5.7 percent annually until 1970, with the annual increase
declining to a stable level of 3 percent beginning in 1975. Throughout
the period, wages in employment covered under social security were
projected to increase by 3 percent annually. Thus, under the original
actuarial estimates made in 1965, hospital costs were expected to rise
2.7 percentage points faster per year than wuiges until 1970; the
differential would diminish over the next 5 years and disappear by
1975.

Under the 1965 actuarial assumptions, the cost of hospital benefits
in 1967 would be the product of 19 million beneficiaries times 3.16
hospital days per person times $42.38 per day of hospitalization (5.7
percent more than the 1966 daily rate), or about $2% billion. This
figure would be decreased by about $200 million, the share of the cost
paid by the beneficiary (primarily from payment of what was then a
$40 deductible). The actual expenditures in calendar year 1967 would
be somewhat lower than incurred costs because of the lag between
receipt of services and payment for them.

By 1967, it had become clear that hospital costs were increasing far
more rapidly than the assumed 5.7 percent per year. New actuarial es -
timates continued the 1965 assumptions that average wages in covered
employment would increase by 3 percent annually, and that hospital
costs would increase by the same annual rate beginning in 1975; but
the annual rate of hospital cost increases was raised drastically for
years before then. Hospital costs were now based on an average daily
cost of $44.28 in 1967, estimated to increase 15 percent annually in
1968, 10 percent in 1969, and 6 percent in 1970, with the rate of
increase declining to 3 percent-the same increase assumed for
wages-by 1975. Since actual program data were not yet available,
no change was made in the 1965 utilization rate assumption of 3.16
days of hospitalization per enrollee per year.

Reevaluation of the actuarial estimates in January 1969 showed that
both hospital cost increases and utilization rates had been underesti-
mated in the light of the preliminary. program experience that was
finally becoming available. (Delays in getting final cost data are
discussed later in the. report.) Average daily hospital costs had in-
creased 12.3 percent in 1967, and using an average daily cost of
$44.76 in 1967, this figure was estimated to increase 13 percent in
1968, 12 percent in 1969, 9 percent in 1970, and by declining amounts
until a stable annual increase of 3.5 pe-rcent was reached in 1975.
Under these estimates, the average daily hospital cost would be about
$62 in 1970, $70 in 1972, $80 in 1975, and over $100 by 1982. The
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utilization rate was increased from the earlier estimate of 3.16 hospital
days per enrollee per year to 3.8 days-a 20-percent increase in the rate
used in the assumptions. The actual average hospital cost in 1967 (in-
cluding cost-sharing payments by beneficiaries) had been $170 per
beneficiary (3.8 days of hospitalization per beneficiary times $44.76
daily hospital cost) compared with the $134 projected for 1967 in the
1965 actuarial estimates (3.16 hospital days per beneficiary times
$42.38 daily hospital cost)-an actual cost per beneficiary in 1967
which was 27 percent higher than the 1965 projection. The cost per
beneficiary projected for 1970 in the 1965 estimates was $158 (3.16
days of hospitalization per beneficiary times $50.05 daily hospital
cost.) compared with the $235 projected in the current estimates (3.8
days of hospitalization per beneficiary times $01.75 daily hospital
cost)-almost a 50-percent increase.

In September 1969 the actuarial assumptions were again revised
upward. Increases in hospital per diem costs were raised to 15 percent
in 1969, 14 percent in 1970, 13 percent in 1971, and by declining
amounts until a stable annual increase of 4 percent after 1977. More
important, the new estimates for the first time assume that hospital
utilization rates will increase over the next decade by an average of
about 1 percent annually (higher rates during the first few years). The
cost per beneficiary estimated for 1970 is now $273-about 70 percent
higher than the estimate for that year made in 1965.

The changing assumptions for average daily hospital costs are shown
in table 2 below; the changing assumptions for the average annual
hospital cost per beneficiary are shown in table 3.

TABLE 2.-Average daily hospital costs

Estimate of Estimate of
1967 daily 1970 daily

hospital costs hospital costs

Actuarial estimate made in 1965.----------------$42. 38 $50. 05
Actuarial estimate made In 1967_---------------- 44. 28 59. 37
Actuarial estimate made in January 1969 .......- 44. 76 61.75
Actuarial estimate made in September 1969 .....- 44. 76 67. 48

TABLE 3.-Average annual hospital cost per beneficiary

Averago days of Estimate of 1967 Estimate of 1970
hospitalization annual cost per annual cost per

per year beneficiary beneficiary

Actuarial estimate made in 1965. 3. 16 $134 $158
Actuarial estimate made in 1967. 3. 16 140 188
Actuarial estimate made in

January 19693---------------3. 8 170 235
Actuarial estimate made in

September 1969(-------------- (1) 170 273

13.8 days in 1967, increasing on the average by I percent per year over next decade.

Assumption of Constant Wage Base Under Attack
It should be noted that, although the actuarial estimates for hospital

insurance have assumed that wages will rise over the next 25 years,
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it is assumed that the taxable wage base will not increase above the
specified levels written in law at, the time the actuarial estimate is
made. This policy was specifically decided upon by the Congress when
medicare was first enacted in 1965.

Prior to enactment of medicare, actuarial estimates of the cost of
hospital insurance Iproposals assumed that the Congress would from
time to time increase the wage base to keel) pace with rising earnings.
The Congress in 1965 rejected this assumption. The Finance Com-
mittee report on the medicare bill in 1965 stated:

"Perhaps the major consideration in making and in presenting
these actuarial cost estimates for hospitalization benefits is that-
unlike the situation in regard to cost estimates for the monthly
cash benefits, where the result is the oJ)posite-an unfavorable
cost result is shown when total earnings levels rise, unless the
provisions of the system are kept up to date (insofar as the
maximum taxable earnings base and the dollar amounts of any
deductibles are concerned). * * *

"The committee very strongly believes that the financing basis
of the new hospital insurance program should be developed on a
conservative basis. * * *

"In all the previous cost estimates, it was assumed that the
maximum taxable earnings base would be kept up to date, by
periodic changes, with changes in the general earnings level.

* * The committee believes that this is not a conservative
assumption, since it seems to bind future Congresses into taking
action in order to maintain the actuarial soundness of the hospital
insurance system. It should be emphasized that the actuarial
soundness of the cash benefits program under the old-age, sur-
vivors, and disability insurance system does not at all depend
upon an assumption of the earnings base being adjusted upward
when wages rise (but rather, on the contrary, the actuarial status
of the system is improved under such circumstances). Accordingly,
although the committee believes that, under the likely conditions
of rising wages over the next 25 years, the earnings base will be
adjusted upward beyond the increases contained in the committee-
approved bill (from the present $4,800 to $6,600), the conservative
assumption should be made for the purposes of the actuarial cost
estimates that no further increases wil1 occur after 1966.

"As indicated previously, one of the most important basic
assumptions in the cost estimates presented here is that the earn-
ings base is assumed to remain unchanged after it increases to
$6,600 in 1966, even though for the period considered (up to 1990)
the general earnings level is assumed to rise at a rate of 3 percent
annually. If the earnings base does rise in the future to keep up
to date with the general earnings level, then the contribution
rates required would be lower than those scheduled in the com-
mittee-approved bill. In fact, if this were to occur, the steps in the
contribution schedule beyond the combined employer-employee
rate of 1.1 percent would not be needed. Furthermore, under the
foregoing conditions, if the hospital utilization experience fol-
lowed the intermediate-cost assumptions made previously in
Actuarial Study No. 59 of the Social Security Administration
(increased by 10 percent for the estimates presented in this report),
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and if all other conditions (such as the relationship of hospitaliza-
tion costs and general earnings) developed as they are set forth in
the assumptions, then it is possible that the combined employer-
employee contribution rate would not have to increase beyond I
percent." (89th Cong., S. Rept. 404, pt. I, pl). 59-66.)

In their 1969 report on the status of the Hospital Insurance Trust
Fund the trustees of that fund noted the long-range actuarial deficit
of -0.29 percent of taxable wages. Disregarding the legislative history
outlined above, the trustees suggest that the hospital insurance trust
fund actually has an actuarial surplus of 0.07 percent, "if the reason-
able assumption that the earnings base will be kept up to date is
made." This contention minimizing the trust fund's serious financial
difficulties is difficult to accept, particularly since the Congress made
clear in 1965 that it considered a reduction in medicare taxes just as"reasonable" an assumption as "keeping the earnings base up to date."
After all, an increase in the wage base does not increase an individual' s
medicare benefits-it just increases his taxes. Unhappily, even the
1967 cost assumptions did not prove conservative enough, and further
congressional action is now necessary to provide additional financing.
Considering the fate of the actuarial estimates during the first few
years of the program, including the major upward revisions in Jan-
uary and September of 1969, it would seem particularly inappropriate
at this time to accept the trustees' i ecommendation to eliminate the
conservative bias in the level wage base assumption in the actuarial
estimates.

It should be noted that the President has recommended a 55-
percent increase in hospital insurance taxes to restore the actuarial
soundness of the program. While part of the increase would be
achieved by raising the tax rate, much of the tax rise would be linked
to automatic increases in the wage base as earnings levels rise. Such
steps would have the effect of preempting future taxing capacity
which the Congress might otherwise want to use to broaden medicare
benefits.
Substantial Increase in Utilization of Extended Care Facilities

In 1965, the administration's medicare proposal included 60 days
of medical care in an extended care facility following at least 1 day
of hospitalization. The Secretary of Health, Education, and Welfare
made clear in his testimony before the House Ways and Means Com-
mittee that an extended care facility was to be one which provided
post-hospital skilled nursing and rehabilitative care and not "the long-
term custodial care furnished in many nursing homes." (1965 House
hearings, p. 4.)

The actuarial estimates for Social Security eligibles, which were
made for H.R. 1, the 1965 administration bill, assumed that hospital
insurance eligibles would spend an average of 0.16 days per year in
extended care facilities in 1967, increasing annually until a utilization
rate of 0.31 days per y.ar was reached. The actuary specifically stated
that these utilization rates assumed that "benefits will be provided in
accordance with a strict interpretation of language in the bill" (1965
House hearings p. 440), which made clear that this benefit was
intended as a medical alternative to hospitalization in a sub-hospital
setting and was not meant to include domiciliary-type extended care.
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The actuarial estimates further assumed, on the basis of recent experi-
ence, that daily costs would average $11.26 and would increase there-
after at 3 percent per year. Thus, for 1967, total extended care facility
benefits were estimated at about $30 million during the first fui
year (0.16 day per enrollee times $11.26 per day times about 162
million insured l)eople). It was then assumed that hospital benefit
costs could be reduced by some portion of the $30 million extended
care facility benefit costs "in anticipation that the inclusion of these
benefits would wduce hospital utilhzation"--the net cost of the ex-
tended care facility benefit was estimated at about $25 million. (1965
House hearings, p). 438.)

It is interesting to note that the insurance industry disagreed
sharply with these assumptions in 1965. Specifically, they felt that
the utilization rate would average 1.01 days per year per enrollee in
1967-more than six times the rate assumed in the actuarial esti-
mates-and that they would rise to an ultimate level of 1.66 days
per year. The industry stated that their projected utilization rates
were based on experience "under plans with a very tight definition
of extended care facility and with a requirement of at least 5 days
of prior hos[)italization * * *. Passage of H.R. 1 will cause benefi-
ciaries now insured for posthospital extended care benefits to drop
this protection. If the program is then administered so tightly that
their present actual utilization rate of 1.01 days is cut to 0.16 day,
these beneficiaries will have lost valuable protection. Furthermore,
the heavy outlay for nursing home care under medical assistance for
the aged (the Kerr-Mills program) will scarcely be reduced if H.R. 1
is so tightly administered." (1965 House hearings, p. 440.) The
insurance industry based its daily extended care facility costs on a
rate of $12.60 per day in 1967, increasing 4 percent per year until
1978 and 3 percent annually thereafter. Thus, the industry estimated
a 1967 cost of $210 million for extended care facility benefits for in-
sured persons (1.01 days per enrollee times $12.60 per day times about
162 million enrollees). The insurance industry did not agree that
hospital benefit costs would be reduced because of the provision of
extended care facility benefits; on the contrary, they asserted that
the requirement of prior hospitalization would "so increase hospital
admissions as to offset any such savings."

The medicare law actually enacted provided 100 rather than 60 days
of care in an extended care facility, required at least 3 days of prior
hospitalization, and (unlike the administration bill) required the
beneficiary to pay a portion of the cost after the 20th day. Because
of the general uncertainties of estimating the cost of this new type of
benefit, the first-year (1967) costs were estimated by Social Security to
range between $25 and $50 million. Though ECF costs were not sep-
arated from hospital costs in the actuarial estimates, it was assumed
that the ECF costs over the long run would represent about 4 percent
of hospital costs.

Experience under the program soon began to show that the insur-
ance industry's utilization rate estimate was quite accurate: enrollees
averaged 1 day per year in extended care facilities. The principal
reason was that the major actuarial assumption, that a tight definition
of extended care facility benefits would be adhered to, proved false.
Literally thousands more beds were certified under the medicare pro-
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gram than the actuary had assumed. By the middle of the first year,
more than 4,000 nursing homes had been certified as extended care
facilities under medicare-about a thousand of them on a "temporary"
basis because they could not meet medicare standards.

In view of this unanticipated development, the actuarial estimates
of ECF benefit costs were completely revised in 1967. Based on ex-
perience in the first quarter of the calendar year, 1967 costs for both
insured and non-insured persons were estimated at $275 million. This
figure was increased in subsequent years by the same" percentages as
hospital daily costs were assumed to go up. It was assumed that any
increased utilization of extended care facilities would be offset by
roughly equal savings in hospital costs.

In response to a question by Senator Anderson in the course of the
Finance Committee's hearing on the 1967 Social Security Amend-
ments, the Chief Actuary of the Social Security Administration stated:

"At least part of the reason for the underestimate of first-year
costs arose from the fact that far more qualifying ECF beds were
available than I had estimated. It is still far too early to judge the
extent to which the availability of this larger number of ECF beds
has decreased hospital utilization over what it otherwise would
have been-and it may well never be possible to make such a
determination. In my opinion, it is highly desirable to make a
thorough medical study of ECF utilization-as is now being
done--so as to determine what it should properly be." (1967
Senate hearings, pp. 358-359.)

The actual 1967 average daily ECF costs of $18.16 were far higher
than either the original actuarial estimate of $11.27 or the insurance
industry's estimate of $12.60-both based on then recent experience.

As actual program experience became available, the actuary was
forced to revise his estimates completely again in late 1968; his new
assumptions are incorporated in the 1969 trustees' report.

The most striking basic change was the actuary's rejection of his
original assumption (based on congressional intent) that the hospital
costs could be specifically reduced by some amount because of bene-
ficiary--utilization of extended care facilities. The January 1969
actuarial estimates simply dealt with hospital costs and ECF costs
separately. Starting with the 1967 actual experience of average daily
ECF costs of $18.16, the estimates assumed a 12-percent increase in
1968, a 10-percent increase in 1969, an 8.7-percent increase in 1970,
and diminishing increases leveling off at 3.5 percent annually beginning
in 1975.

The 1967 utilization rate of 1 day per year per enrollee was in-
creased 13 percent in 1968, 14 percent in 1969, 13 percent in 1970,
and by diminishing amounts until 1976, after which no increase in
the utilization rate was assumed (by that date, the rate would have
reached 2.22 days per year, 122 percent more than the 1967 rate).
Based on actual experience, the actuarial estimates assumed that
insured persons will-pay 17.2 percent of the total covered charges
as their coinsurance.

Thus in 1970, the estimates assumed incurred costs of about $590
million (1.46 days per enrollee times $24.35 per day times about 20

;i1gi-vn .nrollees equals $710 million, from which should be subtracted
1•I.2-percent representing the coinsurance paid by the beneficiaries).
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Recent actions to establish controls on utilization of extended
care benefits permitted the actuary in September 1969 to reduce
slightly the utilization rate increases he had projected in January of
that year.
Home Health Services 1)tilization Much Higher Than Anticipated

In the absence of adequate information, the actuarial estimates
in both 1965 and 1967 assumed a first-year cost of about 50 cents
er eligible person for posthospital home health services under the
ospital insurance program. This represented a $10 million cost in

1967. It was assumed that home health services would result in some
hospitalization cost savings. -

Actual costs in 1967 were about 22 times that figure, and the 1969
revised actuarial estimates start with a base cost figure of $1.30 per en-
rollee for 1967. Both per capita .cost.and.,utilization rates are assumed
to increase by the same percentages as extended care facility utiliza-
tion and daily costs are projecte(d to rise. At these rates of increase,
the per capita cost of home health services will jump from $1.30 in
1967 to $1.83 in 1970, and to $2.39 by 1975.

Supplementary Medical Insurance (Part B)

The financing of the supplementary medical insurance program
is different from that for the cash benefit and hospital insurance
programs in several fundamental respects. First, the premium rate
br any period is required by law to be set at such an amount that
income from premiums and Government matching contributions
accrued in the period is estimated to be sufficient to cover the benefit
payments and processing costs related to all services furnished during
that period. In this way, those enrolled in the program during any
period for which a particular premium rate is applicable will, as a
group, pay for half the cost of the services that they as a group receive
during that period. Thus costs are measured on an accrued (incurred)
basis when the services are provided, rather than on a cash basis, when
the services are paid for.

Second, the financing of the program is set only for short periods
into the future, so that there is no need for long-term projections of
the experience of the program. (The premium rate for each fiscal year
period is promulgated before the January 1 that marks the beginning
of such year.) Further, there is no natural accumulation of an excess
of income over disbursements as the covered population matures.
Consequently, there is greater urgency that the cash income exceed
the cash disbursements in the period for which the experience is
projected (although the natural lag in the payment of benefits results
in a cash balance which provides some margin) to assure enough assets
on hand at any time to pay benefits should the premium prove
inadequate by a small margin.

Rising Physician Fees

Over 90 percent of the benefit payments under supplementary
medical insurance are for physicians' services, and it is largely on the
basis of these services that the actuarial estimates of the cost of the
program have been made. Under the law, the beneficiary must an-
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nually pay the first $50 toward the cost of covered services, plus 20
percent of additional costs.

In the 10 years between 1956 and 1965, physicians' fees rose an
average of 3 percent annually. Accordingly, the 1965 actuarial esti-
mates assumed a continuation of this rate increase. It was estimated
that benefit payments plus administrative expenses for the first year
and a half of the program would total slightly less than $6 per month
per enrollee (half of which was to be paid by the enrollee).

In actual experience, the $6 estimate proved insufficient in 1966-67.
Thus in setting the new premium rate to begin in 1968, it was
necessary both to pay for the full costs incurred during the 15-month
period the new premium would be in effect and also to make tip to
some extent for the deficit incurred while the $3 premium was in effect.

However, physicians' fees between June 1965 and June 1967
actually ros2 at an annual rate of 6.5 percent per year compared to the
3 percent aver ige rate of the previous 10 years which had been used
in the 1965 actuarial estimates. In setting the premium which was to
go into effect in April 1968, a new assumption was made that physi-
cians' fees would rise at the rate of 5 percent per year between July
1967 and July 1969, and by 3 percent per year thereafter. Of course,
these percentages were with respect to the rate of rise in charges by
physicians to the total population and not on the basis of charges to
the 65 and over population. Conceivably, the rate of rise in physicians'
charges to older patients was higher than the overall increase in
charges.

The long term trend of increasing use of physician services per capita
has amounted to somewhat less than 1 percent per year; the actuarial
estimates used in setting the new 1968 premium assumed an increase
in utilization of 2 percent per year between July 1967 and July 1969
and of 1 percent per year thereafter. As a result of these estimates,
the new premium rate was set at $4 per month beginning April 1968.

In late 1968, new actuarial estimates were made to determine the
premium to be assessed between July 1969 and June 1970. Unfortu-
nately, there was still little information available on incurred costs
except for the first 6 months of the program (July-December 1966).
Based on the estimated accrued costs, however, the supplementary
medical insurance program had operated at a deficit during each of its
first 3 years: a $15 million deficit in 1966; $109 million deficit in 1967,
and $31 million deficit in 1968, for an accumulated deficit of $155
million by the end of 1968. Since there was a substantial deluy in the
submission and payment of bills the Supplementary Medical Insurance
Trust Fund on a cash basis had $421 million at the end of 1968.

Between June 1967 and June 1968, physicians' fees rose 5.5 percent
(compared with the 5 percent increase previously estimated). The late
1968 actuarial estimate assumed that physicians' fees would increase 5
percent in 1969, 4.5 percent in 1970, and 3.5 perct nt in 1971. It was
assumed in 1968 that utilization of services would increase 2 percent
in 1968 and 1969 and 1 percent per year thereafter (compared with
the earlier estimate of 1 percent per year after 1969). Based on these
assumptions, it was projected that the program would cost an average
of about $106 per year per enrollee, requiring a $4.40 monthly pre-
mium from each insured person. Despite the actuarial estimates, the
Secretary of HEW retained the premium at a $4 level on the assump-
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tion that either (1) there would be no increase in physician fees or
utilization of services between July 1969 and June 1970, or (2) re-
imbursement would much more often than in the past be based on
less than the full charge. Under the actuarial estimates, a $4 l)remium
would result in about a $180 million deficit on an accrued basis in
fiscal year 1970.

The Secretary of HEW announced in December 1969, that the
monthly part B l)remium rate will be increased, as of July 1, 1970,
to $5.30. This increase will require additional annual premiums frcm
Federal general funds and the elderly totalling about $600 million.

Unanticipated Increase in Administrative Costs

Though only a relatively small proportion of the total cost of the
medicare program, administrative costs have been subject to the
same problem of unanticipated increases as have the benefit payments.

The President's budget for fiscal year 1968, for example, anticipated
a need of $44 million for part A intermediaries (insurance companies
and Blue Cross 'plans that handle hospital insurance claims) and
$66.2 million for )art B carriers (insurance companies and Blue
Shield plans that ladle supplementary medical insurance claims)
a total of $110.2 million. These funds soon proved insufficient, and
when a special $25 million contingency fund was also exhausted, a
sul)plemental apl)ropriation was sought. The actual fiscal 1968 budget
was $55.3 million for part A intermediaries (26 percent more than the
original estimate) and $88.2 million for part B carriers (48 percent
more than the original estimate), a total of $153.5 million.

In fiscal year 1969, the story was much the same. The President's
budget included $60.8 million for part A intermediaries and $89
million for part B carriers, a total of $149.8 million. As in fiscal year
1968, use of a special $25 million contingency fund was necessary.
Again, this was not enough. A $16.5 million supplemental appropria-
tion was sought, and was al)proved by the House. In the Senate,
another $4.7 million was added to this amount because the De.part-
ment of Health, Education, and Welfare determined that a further
additional amount was needed. The actual cost was $76.0 million for
part A intermediaries (26 percent more than the original estimate)
and $117.4 million for part B carriers (32 percent more than the
original estimate), a total of $193.4 million.



CHAPTER TWO

FISCAL IMPACT OF MEDICAID

Legislative Developments Before Medicaid

Federal participation in the cost of providing medical care to needy
persons began when the Federal Emergency Relief Administration
between 1933 and 1935 made available to the States funds to pay the
medical expenses of the needy unemployed. The Social Security Act of
1935 set up the public assistance programs and, while no special pro-
vision was made for medical assistance, the Federal Government paid a
share of the monthly assistance payments, which could be used to meet
the cost of medical care. However, the payment was made to the
assistance recipient rather than to the provider of medical care.

It was in 1950 that Congress first authorized "vendor payments"
for medical care-payments from the welfare agency directly to phy-
sicians, health care institutions, and other providers of medical services.
Federal-sharing was liberalized in subsequent amendments, and by
1960 four-fifths of the States made provision for medical vendor pay-
ments. In 1951, vendor payments for medical care totaled slightly more
than $100 million; by the end of the decade, they had increased to over
one-half billion dollars. More than half of the total was spent under
Old Age Assistance.

A new category of assistance recipient was established by Congress
in 1960: the "medically needy" aged, whose incomes were greater
than that which would have qualified them for cash assistance pay-
ments, but who needed help in meeting the costs of medical care. The
Federal Government would pay from 50 to 80 percent of the cost of
Medical Assistance for the Aged, established under the new Kerr-Mills
Act, and provision was made for liberalized Federal sharing in vendor
payments for medical care under Old-Age Assistance.

Between 1960 and 1965, total medical vendor payments more than
doubled, from about $1/½ billion to $1.3 billion. Increases in vendor pay-
ments under Old-Age Assistance and the new Kerr-Mills program
accounted for almost all of the increase.

Enactment of Medicaid

In 1965, a new medical assistance (medicaid) program was enacted
as a part of the Social Security Amendments of 1965 (which also in-
cluded medicare). The medicaid program had these features:

(1) It substituted a single program of medical assistance for the
vendor payments under the categorical cash assistance and Medical
Assistance for the Aged programs, with a requirement that beginning
in January 1970 Federal sharing in vendor payments would be pro-
vided only under the medicaid program;

(41)
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(2) It offered all States a higher rate of Federal matching for
vendor payments for medical care;

(3) It required each State to cover all persons receiving or eligible
to receive cash assistance;

(4) It permitted States to include medically needy blind, disabled,
and dependent children and their families (as well as the medically
needy aged) at the option of the State; and

(5) It required that States include inpatient and outpatient hos-
pital services, other laboratory and X-ray services, skilled nursing
home services, and physicians' services, ani permitted other forms of
health care at State option.

Six States began operation of their medicaid programs in iJanuary
1966, the earliest possible date. Califoriiia began its program in Marchl
1966, with New York initiating medicaid in May. By the end of 196;6.
26 States had plans in operation. Another 11 began their medicaid
programs during 1967. As of January 1.,1970, all States, with the ex-
ception of Alaska and Arizona had medicaid programs in ol)eration
or expected to commence shortly.

Early Fiscal Impact of the Medicaid Program

The Department of Health, Education, and Welfare had estimated
at the time Congress was considering the legislation that the Medicaid
program would cost the Federal Government an additional $238 mil-
lion in its first full year of operation. In fact, the Federal share of
vendor payments for calendar year 1966 was precisely $238 million
more than in calendar year 1965-but only six States had programs in
operation during the full year.

Thus it soon became clear that the medicaid program would be more
expensive than originally contemplated. But just how much more
expensive it would be was not known until later.

In January 1967, the President's budget predicted that 48 States
would have medicaid programs in operation by July 1, 1968. and that
total payments would be $2.25 billion in fiscal year 1968. By January
1968--midway through the fiscal year-only 237 States had medicaid
programs in operation, but the vendor payment cost estimate for fiscal
year 1968 had risen to $3.41 billion. Actual.expenditures, with 37 States
having medicaid programs, were $3.54 billion.

Congressional Action

Congressional concern over rapidly rising medicaid costs led to leg-
islative action in 1967. (House Committee action in 1966 had come too
late in the session for floor action). The House chose as its basic method
of cost control limiting the definition of "medically needy" (for pur-
poses of Federal matching) to persons whose income did not exceed
1331/3 percent of the maximum payments for similar size families un-
der programs of Aid to Families with I)ependent Children. The Com-
mittee on Finance recommended and the Senate approved an alterna-
tive to the House approach which would have provided a substantially
lower Federal mateihing percentage for the medically needy than for
persons receiving cash assistance payments. The House provision was
accepted in conference and became law.
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In December 1967, the House and Senate Conferees were told by the
Department of Health, Education, Pnd Welfare that Fe&Tral Medicaid
costs would tota! $1.9 billion ini fiscal year 1969 and $3.1 billion by
fiscal year 1972, if there were o change in the law. The restrictions in
the 1967 Amendments, the Conferees were told, would reduce these
estimates to $1.6 billion in 1969 and $1.7 billion in 1972.

Scarcely a month later, members of the Finance Committee were
surprised to learn that the President's budget included $2.1 billion in
Federal funds for medicaid in fiscal year 1969-$200 million more than
had been previously estimated without changing the law, and one-half
billion dollars more than the estimate with the 1967 amendment. Fiscal
year 1969 Federal costs totaled $2.3 billion-almost 56 percent more for
that. year than the estimate of the Department of Health, Education,
and Welfare in December 1967.

Congressional concern with the operation of the medicaid program
continued in 1969. The Department of Health, Education, and Welfare,
through an erroneous interpretation of the statute, was forbidding the
States from reducing the scope of their medicaid programs as a fiscal
response to the sharply rising costs of health care. A Finance Commit-
tee amendment (sponsored by Senators Anderson and Gore) was ap-
lproved by the Senate and enacted by the Congress to correct this situa-
tion and allow the States to make orderly retrenchment in their
medicaid programs, provided the modifications were not undertaken
for the purpose of enabling larger payments to be made to providers
of services still covered by the plan and provided cost control programs
were implemented by the" States.

This amendment also suspended for 2 years the July 1, 1975 goal of
comprehensi ve medicaid programs. The IDepartment of Health, Edu-
ca-ion, and Welfare had insisted that the States constantly move to-
ward higher and higher levels of medicaid care and coverage.

"With a view toward furnishing by July 1, 1975, comprehensive
care and services to substantially all individuals who meet the
plan's eligibility standards with respect to income and resources,
including services to enable such individuals to attain or retain
independence or self-care" (sec. 1903 (e), Social Security Act).

The committee felt that with the cost of health care rising so sharply
and with many States in financial difficulty because of their medicaid
programs, it would be preferable to reassess the July 1975 goal in con-
nection with an overall review of medicare and medicaid following
completion of the staff's study of these programs. With that thought
in mind the July 1, 1975 date-in section 1903(e) of the Social Security
Act was moved to July 1, 1977.

Current Outlook

The fiscal 1970 budget submitted in January 1969 estimated Federal
medicaid costs at $3.1 billion. As part of its April budget review, the
new Administration proposed reductions of $141 million through ad-
ministrative actions. Another $238 million reduction in medicaid ap-
propriations results from States re-estimates; but about. half of this
total simply represents a shifting of costs for nursing home care from
medicaid to thelnew intermediate care facility program under Old Age
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Assistance. Thus it is unlikely that the estimate of Federal costs will
be reduced by -more than one-quarter billion dollars-if indeed the
Administration is successful in cutting costs and the State re-estimates
are correct.

Fiscal Impact of Medicaid on the States

Increasing Medicaid costs have had a particularly severe fiscal im-
pact on the States. Welfare costs typically constitute one of the largest
items in the State budget, and vendor payments for medical care have
represented an increasing share of welfare costs. In fiscal year 1965,
just before medicaid's enactment, medical assistance represented 25%
of total Federal, State and local welfare costs (excluding administra-
tive costs). Over a four-year period, this percentage has risen to 41%.
Looking at State and local funds only, medical vendor payments have
risen over the four-year period from less than one-third to almost one-
half of welfare expenditures (excluding costs of administration). In
absolute dollar terms, the rise has been precipitous: from $764 million
in State and local funds for medical vendor payments in fiscal year
1965 to an estimated $1,896 million in fiscal year 1968-a 150% increase
within four years.

A questionnaire prepared by the staff was sent each Governor ask-
ing whether current medicaid estimates were greater than earlier pro-
jected costs for the same years. About half of the States whose
medicaid programs were initiated in 1966 or 1967 responded that
medicaid costs are exceeding earlier projections. In a few States, the
costs are not exceeding earlier estimates only because the program has
been cut back to fit within appropriation ceilings.

The questionnaire also asked whether medicaid cost increases had
forced the State to increase taxes, reduce other State programs, or take
other action. One-third of the States initiating a medicaid program in
1966 or 1967 have raised State taxes at least in part due to medicaid
costs; a number of Governors stated that the tax increases in their
States could be directly linked to greater-than-anticipated medicaid
costs. Several Governors attributed either cutbacks in other 'State pro-
grams or curtailment of growth in other programs directly to increased
medicaid costs.

One-third of the States that initiated medicaid programs in 1966 or
1967 have instituted or are planning to institute cutbacks in the scope or
coverage of their medicaid programs as a result of cost increases.

I



CHAPTER THREE

REIMBURSEMENT OF INSTITUTIONS PROVIDING
MEDICAL CARE

Background: Congressional Concern and Lack of Data

Section 1814(b) of the Social Security Act requires that payment
for covered services (under either part A or part B) provided by
hospitals, extended care facilities, and home health agencies be made on
the basis of "reasonable cost." The term "reasonable cost" is defined
under section 1861(v) of the act. This latter section sets out general
guidelines for the Secretary of Health, Education, and Welfare to
follow in issuing the detailed regulations governing reasonable cost
reimbursement.

The Committee on Finance held an executive hearing in May 1966
on several issues arising from the proposed HEW regulations on
reimbursement. Some of the issues raised in those hearings are still
unresolved and are discussed below along with issues which arose
subsequently.

The Congress, and the Finance Committee in particular, wanted to
review the whole question of reimbursement again in 1967 at the time
it considered the 1967 social security amendments. However, the
Department of Health, Education, and Welfare urged a delay since
the basic data needed to make proper evaluation of the effect of the
reimbursement regulations were not yet available.

The Senate approved an amendment in 1967 which would have
given a provider of services under the medicare program the option of
being paid on a per diem basis for inpatient services. Although the
Senate receded on the amendment in conference, the Conference Re-
port noted that it was the understanding of the conferees for both
the House and the Senate that the action was not to be taken as a
final decision respecting the issues surrounding reimbursement of pro-
viders of services. Rather, it was the sense of the conferees that de-
cisions on these issues should not be made until the actual costs
incurred under the program had been finally determined. The Depart-
ment of Health, Education, and Welfare was directed to furnish such
costs data to the respective committees as soon as it was available.
Unfortunately the committees have not as yet, more than 2 years after
that conference, received those data. The staff did ask (in 1969) for
the information but was advised that it was not compiled; that the
Social Security Administration has "available for tabulation the first
1,400 audited cost reports for short term hospitals." This, however,
represents only 22 percent of the 6,400 participating short-term hos-
pitals for the first cost reporting periods. And, Commissioner Robert
M. Ball stated that there is no assurance that those first 1,400 reports
are representative of the total. Thus, after more than 3 full years of

(45)
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operations under the program, data adequate to assess existing cost
reimbursement regulations are still not available. While the staff was
informed that 93 percent of the cost reports "are in the processing
pipeline," it is not indicated when the process will be complete.

The staff did review an analysis based on data gathered by the
American Hospital AssociationI which indicate that in general
the financial position of hospitals-the excess of their revenues over
expenditures-improved during the first 18 months of medicare. The
small and medium-sized hospitals, which have the largest prol)ortions
of aged patients, showed the greatest improvement in their financial
positions.

The American Hospital Association has for many years reported
total revenues and total expenditures data in the annual Guide Issue
of its publication "Hospitals." However, in 1969, while continuing
to include data on hospital costs, it stopped reporting the comparable
amounts of hospital revenues.

Comprehensive assessment of the financial status of hospitals in
light of the medicare reimbursement formula and related regulations
Will have to await more complete data than are now available in
usable form. However, extensive discussion with representatives of
hospitals and extended care facilities, as well as with Bureau of
Health Insurance personnel, indicates consensus concerning a need
for ultimate revisions-liberalizing and restricting-iin both reim-
bursement procedures and the formula itself.

Making "Reasonable Cost" More Reasonable

The basic direction in any changes will presumably be toward more
equitable reimbursement-from the standpoint of both Government
and providers-coupled with simplified andcoordinated cost reporting
requirements.

There are a number of particular areas where medicare reimburse-
ment might be modified in the interest of equity. For example, where
a given hospital can demonstrate that it provides more nursing care
to older patients and incurs greater costs thereby, the additional
expense incurred by that hospital should be recognized and appro-
priately reimbursed. Similarly, where a particular institution makes
a satisfactory showing that clerical or other personnel regularly
spend a disproportionate amount of their working time in servicing
records or patients under the medicare program, in contrast to other
patients in the same facility, that disproportion (assuming it does not
result from inefficiency) should be acknowledged in calculating reim-
bursement to that institution.

Blanket recognition of reimbursement factors such as increased
nursing and clerical time should be avoided. In December, 1969, the
Social Security Administration announced that it would allow all
hospitals an additional 8% percent above the amounts previously
payable for nursing costs. Such factors will vary-in some cases
substantially-from institution to institution. Recognizing that it
might be difficult and costly to undertake institution-by-institution
studies, nonetheless, differentiation by size and type of facility in a

I "Financial Position of Hospitals in the Early Medicare Period," Feldstein and Wald-
man, Social Security Bulletin, October 1968.

m
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given area should be feasible. However, it would be illogical to include
a nursing-time "plus factor" for institutions which do not fully meet
the conditions of medicare participation-particularly those with
staffing deficiencies. Of course, if a greater proportion of nursing time
costs is allowed for the over-65 population (medicare) then obviously
a reduced proportion would be allocable to the under-65 population
(medicaid).
Keeping Down the Cost of Determining Costs

Cost-finding and auditing have proved highly expensive under-
takings in the medicare program as well as being a source of much
friction. The legislative history indicates congressional concern that
proper cost-accounting be required not only for proper determinations
of payment but also as desirable and necessary adjuncts of good
management. The staff does not believe, however, that the Congress
intended accounting and audit "overkill" in pursuit of those objectives.

The Bureau of Jealth Insurance should be encouraged in its efforts
to revise procedures so as to avoid requiring what in essence amounts
to duplicate cost-finding on the part of hospitals. To the extent
possible, costs data developed for other third-party payers such as
Blue Cross, as well as other accounting data prepared in the course
of an institution's routine operation, should, wherever feasible, and
subject to audit, be coordinated with medicare accounting require-
ments so that one set of records and one audit may suffice. Addi-
tionally, less extensive and simpler costs data might be required of
smaller institutions than larger ones. The latter suggestion is not
made simply because of the greater difficulty in providing data which
is encountered in smaller facilities but also because the ratio of
accounting and audit costs to benefit costs can become dispropro-
tionate in those cases.
Reducing Expensive Delays in Final Settlement

Among the problems which have arisen in medicare reimbursement
are the inordinate delays in final financial settlement with partici-
pating medicare facilities and arbitrary interim payment procedures,
which occasionally result in either overgenerous or inadequate pay-
ments. In other cases, hospitals and extended care facilities have
complained of extensive delays in securing payments from inter-
mediaries.

So as to encourage prompt payment and settlement as well as
realistic rates of interim reimbursement, the staff suggests: (a) that
the Government pay interest on any amounts due to an institution
which are unpaid more than 60 or 90 days after the institution bas
properly submitted adequate data upon which final settlement may

e made following the close of its cost-reporting period; (b) that a
similar rate of interest be payable to the program by the institution
(and considered a nonreimbursable expense) on the average interim
overpayment, allowing for reasonable variation during the cost re-
porting period, and continuing until the submission of proper costs
data to the intermediary for such period.
Incentive Reimbursement Instead of Cost-Plus Reimbursement
. The pursuit of equitable reimbursement as a worthwhile goal

would not, we believe, be served by any cost-plus method of payment,
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except where the "plus" factor was related, on an incentive basis,
to economical performance.

The staff has expressed concern about cost-plus reimbursement ever
since it was first proposed for medicare by the Sociti Security Ad-
ministration in the spring of 1966. The committee will recall the
1966 report submitted to it on this subject an)d the executive hearing
on the proposed reimbursement, formula which it held in .May 1966. As
one Governor p)ut it in response to the staff questionnaire, that type of
reimbursement "* * * contains no incentives whatsoever for good
management and almost begs for poor management." That. comment
is predicated upon the fact that under cost-p)lus reimbursement, the
higher a facility's costs-the greater its bonus.

The National Governors' Conference and the Advisory Commission
on Intergovernmental Relations have also formally criticized the
cost-plus medicare and medicaid reimbursement formula.
Two-Percent Bonus Counter to Needed Planning Efforts

The 2-percent bonus on tol of accounted-for costs was added to
medicare reimbursement by HEW regulation in 1966; it was sub-
sequently removed by HEW regulation in 1969. The bonus had been
rationalized as a "growth" factor by hospitals and by Social Security
as an allowance for costs actually incurred but unidentifiable due to
problems in cost-finding during the initial stages of medicare. Either
way, the bonus was not justifiable, in our opinion.

Possibly, the Federal Government, along with all l)urchasers of
hospital care should help meet certain identified and apl)roved capital
needs of nonprofit hospitals where such needs cannot otherwise be met
through depreciation allowances, contributions, regular borrowings,
existing Federal programs, etc. But any significant capital iml)rove-
ment financed in whole or part by the Federal Government should be
contingent upon approval of an appropriate community or State
planning body broadly representative of all of the various types of
health care and services. A broadly representative and qualified plan-
ning group would avoid the pitfall encountered in the Hill-Burton
program, of determining hospital and nursing home bed needs without
allowance for reduced bed needs through greater development and
emphasis upon alternative out-J)atient services. The review agency, of
course, should not be dominated by any single type of facility or ser-
vice. Specifically, hospitals should not control the planning and al)-
p roval mechanism. Decisions to approve capital expenditures should
be made only after thorough consideration has been given to existing
and alternative health care resources already available or approved in
a given community or medical service area. Simply stated, the capital
expenditure should be necessary in the context of the priorities for
meeting overall community needs.

The October 1969 issue of Hospital Trustee, a publication of the
American Hospital Association, contains some pertinent comments
relative to the need for proper planning in an article entitled "Needed
60 . .New Approaches to Providing Nursing Home Care." The article
was written by William S. McNary, for many years president of the
Michigan Blue Cross plan, and presently executive director of the
Greater Detroit Area Hospital Council, Inc. In the piece, Mr. McNary
noted:
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"Many believe that there is an urgent need for more acute
care hospital beds. I happen to agree with Odin Anderson,
Ph.iD., professor and associate director of the University of
Chicago Center for Health Administration Studies, who holds
that the 740,000 general hospital beds we now have are suf-
ficient, and that th'e resultant bed-population ratio should be
maintained, not increased. Anderson says that hospitals cur-
rently are adding 20,000 beds annually against a need for
only 11,000. If they build those 9,000 extra beds every year,
today's construction arithmetic shows that hospitals ivhll be
wasting $300 million aiyear in capital investment. These 9,000
surplus beds, in turn, will call for the expenditure of perhaps
$200 million a year in operating expenses-a situation that
will be even more wasteful than the capital expenditure be-
cause it will make scrrce'`banjlower even scarcer and more
costly. If hospitals remain silent and permit the purchase of
these unneeded general hospital beds, the blame for this waste
of, money can largely be laid at their door. They must, instead,
propose, plan, and'produce a thrifty alternative."

Given the fantastically high and still-increasing costs of institutional
care it, Would not appear rational for the Federal Government to pro-
vide a "growth" factor related only to the costs of providing care in
health care institutions. That policy only encourages duplication, over-
lapping, and unnecessary expansion of facilities and services. Basically,
what is needed is a means of differentiating between justifiable capital
requirements in one institution and unjustified demands for capital
contribution by another facility. A rigid cost-plus formula does not
make that kindof vital distinction. For example, under the formula in
effect, until July 1, 1969, the newest hospital generated the greatest
amount of depreciation and received 2 percent of that depreciation
expense as a "growth" factor. Yet an older facility, with far greater
and justifiable capital needs, might have received minimal depreciation
reimbursement coupled with a much smaller 2-percent bonus pay-
mento.
Leghtlative Proposal Designed To Control Costs

Legislation already before the committee (S. 1195) contains provi-
sions designed to provide a basis for moderate and reasonable controls
onjpayments to hospitals and extended care facilities under medicare
and medicaid. First, medicare would not pay more on a costs basis than
the institutional's customary charges to the general public for the same
services. Thus, if the medicare formula developed costs of $80 a day
and the hospital's charges were only $75, payment would be limited to
the latter amount. Second, no payments would be made under medi-
care to the extent that a hospital's average per diem operating costs
(noncapital expenses) under the medicare formula exceed those of the
previous year by more than the annual percentage increase in the

Medical Care Price Index for that geographic or metropolitan area.
The Secretary of HEW could allow full payment, despite the limita-
tiorn, in certain unusual and atypical cost increasing situations such
as where a hospital assumes additional responsibilities as a teaching
institution, which it had not previously carried. Third, medicare and
medicaid would not reimburse any costs associated with a capital
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expenditure of $100,000 or more for plant or equipment (except routine
replacement of equipmentt) where the expenditure Aias specifically
disapproved by a State's "partnership for health" agency or other
appropriate and qualified planning agencies designated by a Governor.
Rules such as these appear to provide far more orderly cost-control
mechanisms and assurances than those noN employed.

Additionally, consideration might be given to limiting reimburse-
ment for care provided in a given institution t.o not, more than a
reasonable difference above the costs for comparable care and services
in a similar institution in the same area. Of course, any such excess
amounts not paid by the program or the beneficiary should not be
picked up later as a reimbursable bad debt or recognized for matching
purposes under medicaid.

Reimbursement of Hospital "Reasonable Costs" Under
Medicaid

In their efforts to control the hospital segment of medicaid costs,
States have been confronted with a barrier erected by the Department
of Health, Education, and Welfare, based upon the Department's in-
terpretation of the provision concerning reimbursement of hospitals
under title 19 (medicaid) of the Social Security Act.

Under title 19, States are required to reimburse hospitals on the
basis of "reasonable costs." No further discussion of that requirement
appears in the title. Under title 18 (medicare) where "reasonable
costs" .ltyinent to hospitals is mandated, there are extensive clarifying

rovisionsitas well as substantial discussion in the committee reports.
ost important, however, is the fact that neither in the statute nor

contemporaneous committee reports are any cross-references found
requiring that hospital reimbursement under title 19 be identical to
that under title 18.

The staff believes that it was the intent of the Congress that,, as
with many other welfare requirements, States would be permitted to
define "reasonable costs" within general guidelines established by the
Secretary of Health, Education, and Welfare. The medicare pattern
of reimbursement-even its specific formula-could fall within those
guidelines, but States would not be restricted to the medicare formula.
Latitude in defining those costs would be afforded each State and the
State's definition would be subject to the approval of the Secretary.
This understanding seems reasonable in view of the differences between
medicaid and medicare in terms of the ages of the populations assisted,
sources of financing, and primary administrative responsibility. As it
is, States are theoretically not permitted to depart from the medicare
formula in paying hospitals under medicaid. However, at least one
State, Connecticut, has challenged the Department. Connecticut main-
tains it now pays hospitals their full "reasonable costs" and that it
would cost the State $4 to $5 million more annually if they had to pay
under the medicare formula.

The staff questionnaire to Governors included the following
question:

"Medicaid regulations require States to reimburse hospitals
under medicaid on the same basis as they are reimbursed under

I
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medicare. Does this reimbursement requirement impose any
burden on your State? Please explain."

Responses included negative answers from 11 States: Colorado,
Iowa, Maine, Michigan, Montana, Nebraska, New Hampshire,
North Carolina, South Dakota, Tennessee, and Vermont.

"Yes" replies were received from 26 States: Arkansas, California,
Connecticut, Delaware, Georgia, Hawaii, Idaho, Kentucky, Louisiana,
Massachusetts, Minnesota, Missouri, Nevada, New York, Ohio,
Oklahoma, Oregon, Pennsylvania, Rhode Island, South Carolina,
Texas, Virginia, Washington, West Virginia, Wisconsin, and Wyoming.

Arkansas: "* * * we expect that reimbursement of hospitals under
title XVIII and title XIX on a full cost basis will create economic
incentives for price inflation of hospital charges and every wasteful
practice implicit in such cost-plus reimbursement."

Hawaii: "Under the principles of reimbursement, States are sub-
jected to payments exceeding 100 percent of the cost at times and
this method of reimbursement neither encourages provider
institutions to practice economy of operations nor insure high
quality care."

Massachusetts: "Financially, the payment of full costs is in effect a
blank check to hospitals to meet any cost they may undertake."

Nevada: "The medicare patterns of payment for hospitals, nursing
homes and doctor bills have most assuredly affected the cost of
other health programs in our State if for no other reason than
that the medicare patterns are inflationary in themselves."

New York: "This cost-plus formula compells us to reimburse hos-
pitals for whatever costs they incur, regardless of the quality of
their management practices. This open-ended mode of reimburse-
ment contains no incentives whatever for hospitals to operate
efficiently. We have developed a reimbursement criteria that
would build in incentives to hold hospital costs down . . .
we are not permitted to use them because of Federal reimburse-
ment requirements."

Rhode Island:"* * * because of the two percent (2 percent) incen-
tive and depreciation allowance the State in most cases pays over
one hundredpercent (100 percent) of charges at the time of final
adjustment. This leads us to believe that we are paying more for
the recipients of the program than the hospital would charge a
non-recipient."

Washington: "During the year following implementation of the
RCC formula, hospital per diem charges increased by about 40
percent."

Wyoming: "Reimbursement of hospitals under the medicare regula-
tions imposes two burdens, both of which are very costly. First,
cost of hospitalization increases when there is absolutely no
incentive for efficiency. Second, the administrative cost, both to
the hospital and to the agency, is extremely high and a complete
waste of public funds." 0

The staff recommends that, with respect to the relationship between
payments under medicare and reimbursement of hospitals under
medicaid, congressional intent be clearly established.
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Other Issues in Institutional Reimbursement

The staff has identified several additional problems in institutional
cost reimbursement:
Paying for Empty Beds

Under the present cost reimbursement regulations it is possible for
a hospital or extended care facility to be paid for the costs associated
with all of its empty beds as iell as those beds occupied by medicare
beneficiaries. An illustration would be that of a 100-bed extended-
care facility with only 10 of its beds occupied, all with medicare
patients. In computing the costs of services rendered to the 10 medi-
care patients all of the costs arising from the empty beds can be paid
for by medicare. The quite predictable result can be daily reimbursable
costs approaching $100. Theoretically, a newly-opened extended care
facility could be assured of full reimbursement of all of its costs for
the entire facility if it admitted just one medicare patient on its first
day and that unreasonable rate of reimbursement would bo available
indefinitely. The regulations as now written contain no provisions to
avoid such situations. Medicare makes investment virtually risk-free
where it bears full costs. Thus, institutions may be built more freely-
even where new or expanded bed capacity is not needed.

I he staff recommends two changes in the reimbursement l)rovisions
to meet, this problem: (1) medicare should limit payment to the lesser
of costs or the published charges N hich a non-goveriimental institution
would make to a patient paying his own bill, (2) medicare's share of
costs associated with empty beds in the facility might be limited to the
proportion of beds with medicare patients to the total number-of beds.
For example, if medicare patients on the average occupied 10 percent
of the total beds during the cost reporting period medicare would pay
no more than 10 percent of the costs arising from the empty beds in
the facility. Alternatively, it might be possible to limit reimbursement
for empty beds on the basis of normal occupancy levels for comparable
institutions rather than actual occupancy in a particular facility.
Bad Debt Writeoff Can Undermine Cost-Sharing Principle

The deductible and copayment provisions of part A are intended as
cost-sharing devices so that the beneficiary will pay a portion of the
costs of his hospitalization (or extended care) and thereby reduce
medicare expenses. To the extent that hospitals and extended care
facilities cannot collect these payments from beneficiaries they are
chargeable as bad debts and paid to the hospitals and extended care
facilities by medicare.

Although the staff has received some information indicating that a
number of institutions make virtually no effort at collection before the
cost is passed on to medicare, it has been unable to determine the
extent to which intermediaries are requiring that institutions make a
genuine effort to collect debts attributable to medicare beneficiaries
before charging those debts to the program as uncollectible.

The present $52 deductible is expected to rise to $84 by 1974-
with commensurate increases in the other part A deductibles. As those
deductible amounts are moved upward, they will constitute an in-
creasingly significant cost. In that context then, it is important to
medicare's finances that those amounts which can be collected are in
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fact recovered, rather than simply charged off to the program following
token effort at. collection.

Reimbursement for bad-debts attributable to non-medicare patients
is not allowable under medicare. Yet, social security, despite concern
expressed to the agency by the General Accounting Office has autho-
rized medicare payment of a proportionate share of collection costs of
non-medicare bad debts. Such collection is frequently undertaken by
independent collection agencies whose fees are based upon a percent-
age of the amount collected. Where such collection costs are recog-
nized, medicare, in effect, is paying for non-medicare bad debts. The
staff recommends termination of such payments.
Rapid Depreciation Allowances Can Lead to Bonanza

The liberal depreciation allowances payable under medicare-
including accelerated depreciation-may well serve as an incentive to
the sale and resale of proprietary facilities at inflated prices. The
objective in such situations would be to repeat the writeoff of the
facility and its equipment once again on the basis of accelerated
depreciation and thereby realize inordinately high and duplicative
cash payments from the Government.

This type of situation could occur where the owner of a property,
originally valued at $1 million for purposes of depreciation, sells it for
the same amount at the end of 5 years. Assuming a 20-year life on the
property, use of the sum-of-the-years digits method of calculating
depreciation would yield about 45 percent-or $450,000-in writeoffs
during the first 5 years. The new owner, following a brief period of non-
participation and reentry into the program, may then proceed to take
accelerated depreciation on those same assets-valued at $1 million to
him. The property could change hands every few years with the
Government eventually paying several times more than the original
costs of the assets involved.

The acceptance of inflated cost bases and payment of liberal depre-
ciation on those amounts may serve as incentives to wholesale entry by
firm after firm into the hospital and nursing home field and their
willingness to pay out-of-line prices (in stock and sometimes cash) for
established facilities. And, this situation is conducive to transforma-
tion of proprietary facilities into "nonprofit" institutions with the
owners selling out at a high price to the nominal nonprofit organiza-
tion with payment of the purchase price to be made on an installment
basis from the excess of revenues over expenses of the new "nonprofit"
hospital.The staff would suggest, therefore, that appropriate regulations

be issued (and proper enforcement assured) providing for tightened
appraisal procedures in determining value for reimbursement purposes
when a facility changes ownership. In such appraisals, "good will"
should not be recognized as an element of cost for reimbursement
purposes. Further, where a change in ownership occurs, depreciation
should be allowed only on a straight-line historical cost basis as is
presently the case upder the tax laws.

The Comptroller General has been requested to provide the com-
mittee with a review and analysis of the current depreciation situation
in medicare. His report, expected to be available in March, 1970, will
include possible alternative methods of calculating and reimbursing for
depreciation expense.



CHAPTER FOUR

TAX-EXEMPT STATUS OF COMMUNITY HOSPITALS
AND OBLIGATION TO PROVIDE CHARITABLE CARE

The staff believes the committee's attention should again be called
to the potential cost implications for medicare, medicaid, and other
public programs of Internal Revenue Service Ruling 69-545, an-
nounced on October 8, 1969. That ruling overturns earlier IRS
decisions that a hospital, in order to qualify for tax exemption under
section 501(c)(3) of the Internal Revenue Code must provide chari-
table or below-cost care to the extent of its financial ability.

The tax reform bill passed by the House of Representatives (H.R.
13270) also contained a provision which removed the charitable or
below-cost care requirement as a condition of tax exemption for
hospitals. Ruling 69--545 was issued subsequent to House passage of
the tax bill. On October 28, 1969, the Finance Committee deleted th'e
provision contained in the House bill, indicating that it desired to
consider the question in the context of medicare and medicaid. The
committee action was approved by the Senate and accepted by the
House.

Prior to consideration of the House bill in the Senate, the Com-
mittee on Finance instructed the staff to summarize the various
provisions in the bill and to describe the major arguments for and
against the amendments contained in the bill. Insofar as this hospital
amendment was concerned, this "Summary of H.R. 13270, the Tax
Reform Act of 1969 (as passed by the House of Representatives),
August 18, 1969," stated as follows:
11. Hospitals

Present law.-IHospitals qualify for exempt status and may receive deductible
charitable contributions as "charitable" organizations.

Problem.-It has been contended by some agents that hospitals (unlike educa-
tional organizations, churches, and others) must provide some significant amount
of charitable services on a no cost or loss basis in order to be exempt as "chari-
tab!'" organizations.

House solution.-The bill provides that hospitals are to have the same status as
churches and educational institutions for purposes of tax exemption, charitable
contributions, and a variety of other matters. The other requirements for exemp-
tion-no inurement of profits to private individuals, operation and organization
exclusively for exempt purposes, no substantial legislative activities, and no politi-
cal electioneering activities-continue to apply to hospitals.

Arguments For.-(1) These provisions are necessary to eliminate challenges to
the tax-exempt status of hospitals on the ground that the hospitals are accepting
insufficient numbers of patients at no charge or at rates that are substantially
below cost.

(2) By establishing hospitals as a separate exempt category and removing the
indefinite test of to what extent a hospital must serve those who cannot pay, this
bill removes the uncertainty surrounding the hospital's continued ability to draw
necessary support from the public or from private foundations to accomplish its
function.

(55)
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(3) Hospitals perform a useful function of the sort that deserves treatment in
section 501(c) (3) on the same basis as the other organizations specifically named
in that provision.

(4) The present environment of governmental assistance to permit medical
care to be made available to those otherwise unable to pay, appears to make
obsolete the need for hospitals themselves to subsidize the providing of medical
care to poor people. This is as true regarding hospitals as it is regarding schools
and churches.

Arguments against.-(1) In order to be tax exempt, hospitals historically have
been required to render service to the poor whether or not there was an ability
to pay for the services rendered. These provisions would do away with that
requirement and many marginal income families that are now ineligible for
payment of hospital care under Medicaid, and who do not have sufficient re-
sources to pay for hospital treatment might be denied care now available to them.
This is especially true in States that do not pay for hospital care of people who
are eligible foi general assistance under the welfare programs of the State. The
bill will pose particular hardships on poor families priced out of hospital care by
continually rising health costs and this will put greater pressure on Congress to
expand the Medicaid program at the very time Congress is seeking to contract
and moderate it.

(2) To the extent hospitals contend Medicare and Medicaid does not pay their
full costs they would also contend that they are providing charitable services for
those patients. If the bill were not changed these hospitals could refuse Medicare
and Medicaid patients with impunity or could limit their services to such patients
unless the Government met the hospitals' unilateral cost demands. Without the
balancing effect of the present Internal Revenue Service position, government
might be faced with the choice of either complying with such payment ultimatums
or seeing millions of poor and aged citizens denied necessary care in community
nonprofit hospitals.

(3) There is no substantial evidence that contributors to hospitals will decrease
or stop their donations because the Internal Revenue Service is questioning the
tax-exempt status of a Ihospital (or hospitals) on the ground that sufficient chari-
table services are not being rendered to the poor.

(4) The extent of free and "below cost" hospital care has diminished greatly
with the advent of public programs such as Medicare and Medicaid. The pressure
to provide free care has lessened to the extent that these multi-billion dollar

rograms and private hospital insurance are now paying for many of those whose
ills previously went unpaid.

(5) The bill discards the charitable basis-the "community service to all"
concept-on which tax exemption of hospitals is founded.

(6) If there is a legitimate complaint that Internal Revenue rulings are too
vague on this point, a clarifying amendment establishing statutory standards is
the appropriate remedy rather than the blanket approach of the House provision.

(7) Since the need for new legislative language has arisen because of uncer-
tainties in administration, then the resolution of such uncertainties could be
handled on an administrative basis.

The committee will recall the concern over the implications of the
House-adopted provision expressed by the National Governors'
Conference in the letter addressed to the chairman (reproduced
below) and in subsequent correspondence. Recently in the District
of Columbia indigent patients were referred by some nonprofit com-
munity hospitals to the publicly operated D.C. General Hospital
because of the inability of the District government to pay more than
80 percent of outpatient hospital costs for indigent patients. This
situation appears to reinforce the anxiety expressed by the National
Governors' Conference. The prior rulings of the Internal Revenue
Service provided a measure of protection against any unreasonable
refusal by a. nonprofit hospital to provide charitable and below-cost
care.
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NATIONAL GOVERNORS' CONFERENCE,
Washington, D.C., October 27, 1969.Hon. RUSSELL B. LONG,

Chairman, Senate Finance Committee,
Washington, D.C.

DEAR SENATOR LONG: I understand that the Senate Finance Committee will
soon be considering in Executive Session a section in the Tax Reform Act of 1969
that provides that private, non-profit hospitals can no longer be challenged to
defend their tax exempt status in terms of the amount of charitable services they
provide. This provision, as contained in the House passed bill, HR 13270, and in
a recent Inteinal Revenue Service ruling, could result in hospitals refusing to serve
Medicare and Medicaid patients or limiting their services to such patients unless
the state meets the hospitals' demands for a certain level of payment.

I urge you, as Chairman of the Senate Finance Committee, to provide in the
Tax Reform Act of 1969 for some means for states to control levels of payment to
hospitals without endangering the availability of services for Medicare and
Medicaid patients.

States have found it necessary to place some control on levels of payments
to providers under the Medicaid program. Unless this control on the costs of
Medicaid is maintained, states will be faced with an even gicater financial burden
under Medicaid, as will the Federal government.

Governors of states that have recent experience with freezing of levels of
payment to hospitals and with challenges to the tax exempt status of hospitals
will also be contacting you on this matter.Sincerely, CHARLES A. BYRLEY.

On the same day on which the Finance Committee deleted the
House amendment, October 28, 1969, the American Hospital Associa-
tion in its formal testimony on medicare before the Committee on
Ways and Means included the following statement by Mr. Mark
Berke, president-elect of the organization:

"The institutional health care system differs from the rest
of the private sector in its philosophy toward and treatment
of patients who are unable and or unwilling to pay. Other
members of the private sector maintain their right to not
sell their product to someone who cannot afford it or is
unwilling to pay for it.

Community hospitals, because of their public responsibility,
do not take such action. The right to receive service regardless of
the ability to pay is extended to the entire community, and con-
sequently the entire community has an obligation to share in
these costs." [Emphasis supplied.]

Particular attention is called to the statement that "The right to
receive service regardless of the ability to pay is extended to the entire
community . . ." If the testimony o the American Hospital Associa-
tion before the Committee on Ways and Means is a fair and accurate
presentation of the hospitals' position, the staff is at a loss to under-
stand why the hospitals sought the House amendment in the first
instance.

Furthermore, the staff cannot reconcile that statement of dedication
to the poor with the example of a tax-exempt hospital included in
Revenue Ruling 69-545:

"Hospital A is a 250-bed community hospital. Its board
of trustees is composed of prominent citizens in the corn-

W5-719 0-70-5
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munity. . ... The hospital operates a full-time emergency
room and no one requiring emergency care is denied treat-
ment. The hospital otherwise ordinarily limits admissions to
those who can pay the cost of their hospitalization. . ... Patients
who cannot meet the financial requirements for admission are
ordinarily referred to another hospital in the community which
does serve indigent patients.

The hospital usually ends each year with an excess of operat-
ing receipts over operating disbursements from its hospital
operations. Excess funds are generally applied to expansion
and replacement of existing facilities and equipment,
amortization of indebtedness, improvement in patient care,
and medical training, education, and research." (Emphasis
supplied.)

In the Internal Revenue Service example of what it proposes to
recognize as a tax-exempt hospital, "The right to receive service
regardless of the ability to pay" is clearly not extended to the entire
community.

The staff strongly recommends revocation of Revenue Ruling
69--545 in light of the recent legislative history and continuation of the
prior position of the Service until such time as Congress can devise an
alternative approach establishing reasonable yardsticks of charitable
service related to the financial capacity of a hospital. Such action by
the Service would assist in protecting the availability of necessary
hospital care to Medicare, Medicaid, and other poor patients.

¢"



CHAPTER FIVE

PAYMENT FOR PHYSICIANS' SERVICES

Statutory Limitations on "Reasonable Charges"

The medicare statute and committee reports reflect congressional
concern that payments to physicians under part B of title XVIII be
equitable not only from the standpoint of the physician but also from
the standpoint of the Government and the beneficiaries it represents-
beneficiaries from whose funds come one-half of the costs of part B.

That concern with mutual equity finds statutory expression in
section 1842(b)(3)(B) which requires the part B carrier to-

* * * assure that, where payment * * * is on a charge basis, such charge
will be reasonable and not higher than the charge applicable, for a comparable
service and under comrnarable circumstances, to the policyholders and sub-
scribers of the carrier, **

At the conclusion of the paragraph, the statute instructs that:
In determining the reasonable charge * * * there shall be taken into

consideration the customary charges for similar services * * * as well as
the prevailing charges in the locality for similar services.

With respect to the first provision, it seems clear that Congress
intended that a carrier, for example a Blue Shield Plan, should not
allow as a reasonable charge that portion of a doctor's bill which was
higher than what Blue Shield would ordinarily consider appropriate
to cover for the same service rendered to one of its own subscribers.

In determining the "reasonable charge" the statute provides that
"customary and prevailing" charges for various services shall be taken
into consideration in determining the reasonable charge. But, while
stating that customary and prevailing charges shall be considered-
the statute did not require that those factors should be the only
elements determining final payment. This understanding of the
statute was reflected by the Commissioner of Social Security at a
meeting held at the Department of Health, Education, and Welfare in
December, 1968 to consider whether the $4 monthly premium rate
should be continued during fiscal 1970. He stated then that the statute
required only "consideration" of customary and prevailing medical
charges-itdid not mandate payment on that basis.

The level of customary charges and of prevailing charges are factors
which enter only into the determination of "reasonable" charge.
Under the statute the reasonable charge, so determined, should not
be payable (in effect, it would be unreasonable) if it exceeded the
amount which the carrier ordinarily paid under comparable circum-
stances for its own subscribers or policyholders.
1965: Blue Shield Testifies on Its Knowledge of Customary and Prevailing

Charges
On May 6, 1965, the National Association of Blue Shield Plans

testified before the Finance Committee on the then-pending medicare
(59)
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legislation. In that portion of their testimony urging that the Govern-
ment make full use of Blue Shield Plans as part B carriers, the associa-
tion reported to the committee:

* * * because of Blue Shield's close relationships with participating physi-
cians and local professional societies, our plans have e4tablished effective
patterns for determining prevailing charges, for assuring pJatients of predicta-
ble benefits, and for controlling utilization practices * *

Blue Shield continued, stating:
In formulating payment schedules, Blue Shield plans customarily request

information from local physicians as to prevailing charges in the community.
* * * Accordingly, because of its relationship with local physicians and their
professional societies, Blue Shield enjoys unique advantage- in term,; of built-
in controls of utilization and of fee levels. (Emphasis supplied) I

In material supplied to the committee supplementing their oral
testimony the National Association of Blue Shield Plans advised
the committee that:

* * * even in "indemnity plan areas" the Blue Shield schedules generally
reflect the prevailing charges in the community. Therefore, (including service
benefit plans) an increasing percentage of claims are satisfied in full by the
Bluc ,Shield payment. As you know, there is a growing tendency among physi-
cians throughout the country to stabilize their fee schedules and to accept
the same fee for similar service from all patients regardless of income * * *
(Emphasis supplied) 2

This testimony of the National Association of Blue Shield plans as
to the currency and adequacy of Blue Shield benefit schedules moti-
vated the committee to include the following language on page 44 of
its report to the Senate on the Social Security Amendments of 1965:

And, where service benefit plans, for payment for physicians' services,
serve as carriers under the program, the use of the same agreed-upon fee
schedules that are employed in their own programs may be helpful in avoiding
the possibility of disputes regarding fees.

Reasonable Charges Under Medicare

Most Blue Shield plans are service benefit plans. The majority of the
part B carriers are Blue Shield plans. Yet those same agreed-upon fee
schedules that are most generally employed in their own programs
and which Blue Shield told the Congress generally reflect the pre-
vailing charges in the community have seldom been applied to restrain
the maximum charges allowable under part B of medicare.
Medicare Payments are Usually Significantly Higher Than Blue Shield's

Unfortunately medicare carriers have never been advised to limit
medicare payments to the amount they pay for their own subscribers.
Medicare administrators, apparently feeling that fee schedules would
be inappropriate" for thbeprogrami, took the position that the limita-
tion applied only if a carrier offered a policy of its own which paid
doctors solely on the basis of "customary and prevailing" charges.
The fee schedules used as the basis of payment for millions of sub-
scribers in New York City for example, were considered inapplicable
to medicare. But if the New York plan had a customary and prevailing
contract which covered only 1,000 high income subscribers then
that level of payment-and only that-became the limit for millions

Social Security Hearings, H.R. 6675, Committee on Finance, Part 1, p. 395.
2 Op. cit., pp. 528-535.



Chart 1.-Comparison of Me

Excision of lens Electrocoagulation Ilngu
(catarac:t operation) prostate

Medicare Carrer Averago Average Aver-
medicare Blue medicare Blue medicar
reason- Shield reason- Shield reason-

able maximum able maximum able
charge' payment 3  charge' payment 3  charge

Alabama Blue Shield.........------------------.$345 $75 $371 $75 $193
Arizona (Aetna)... .. .. ..---------------------- 419 276 419 276 240
Arkansas Blue Shield.. .. ...-------------------. 293 210 363 210 235
California Blue Shield.......--------------.----. 492 492 510 492 240
California (Occidental Life)......---------------. 531 492 575 492 275

Colorado Blue Shield.... ....-------------------. 348 250 336 250 165
Connecticut General Life.. . ...-----------------. 419 300 380 250 214
Delaware Blue Shield..........---------------- 350 254 400 259 175
Florida Blue Shield...........----------------- 426 233 468 233 255
Georgia (John Hancock)......------------.-----. 349 175 380 175 180

Hawaii (Aetna)..........----------------------. 403 (2) 2350 (U) 205
Idaho (Equitable) ------------------------- 317 33 359 330 202
Illinois Blue Shield.....--------------------444 165 493 165 305
Illinois (Continental Casualty).. . ..-------------- 367 165 317 165 200
Indiana Blue Shield... ... ..--------------------. 356 450 {341 400 1

6 350 31 6350 f 12
Iowa Blue Shield --------------------- 341 180 375 180 165
Kansas Blue Shield -------------------- 301 400 344 400 189
Kentucky (Metropolitan)-----------------318 240 345 255 185
Louisiana (Pan-American Life).....-------------. 379 13 125 33 150 202
Maine (Union Mutual)........------------------. 325 175 324 175 175

Maryland Blue Shield ------------------ 367 200 376 225 241
Massachusetts Blue Shield------------------ 393 225 349 200 207
Michigan Blue Shield.. .. ...-------------------. 370 315 362 315 188
Minnesota Blue Shield ------------------ 341 300 322 300 197
Mississippi (Travelers).. .. ...------------------ (7) 2 188 (7) 191 (7)

Missouri Blue Shield.... ....-------------------. 345 300 325 300 2 193
Missouri (General American Life)------------418 100 334 150 206
Montana Blue Shield ------------------- 334 293 330 270 169
Nevada (Aetna) ---------------------- 565 NA 600 NA 315
Nebraska (Mutual of Omaha).--------------i303 275 13 347 300 13 168

New Hampshire/Vermont Blue Shield----------345 180 392 185 191
New Jersey (Prudential)-----------------437 275 447 300 235
New Mexico (Equitable)-----------------383 (11) 385 (11) 199
New York Blue Shield (Western New York) 383 275 400 300 178
New York Blue Shield (United Medical).---------. 490 275 456 300 243

New York Blue Shield (Genessee Valley).--------. 373 375 365 365 184
New York (Group Health Insurance)...---------- 526 275 2303 300 286
New York (Metropolitan).... ...---------------- 371 252 367 240 203
North Carolina (Pilot Life).. .. ..----------------. 340 155 373 150 213
North Dakota Blue Shield----------------353 375 370 400 167

.........Ohio .leyelandBlue Shil).. . . 393 - 31S 31, 2 lI



-Comparison of Medicare and Blue Shield allowances for select.

ins Electrocoagulation
nation) prostate

Inguinal hernia
repair

Cholecystectomy
(gall bladder) Prostatectomy Hemorrhoidectomy

Average
medicare
reason-

able
charge t

$303
340
300
367
435

320
340
2.0
385
421

2337
318
417
294
273

2236
263
313

Blue
Shield

maximum
payment 3

$100
207
165
NA
NA

250
250
225
233

12 163

165
165

Average
m dicare
reason-

able
charge '

$381
388
375
553
592

333
388

2289
2469

356

2413
400
625
361

NA 357

150 2 325
313
371

317 NA 2256

$371
419
363
510
575

336
380
400
468
380

$193
240
235
240
275

165
214
175
255
180

Blue
Shield

maximum
payment

$125
276
210
NA
NA

250
275
267
233

12 163

133(0
165
165

Average
medicare
reason-

able
charge 2

$131
125
180
179
209

101
166
200
149
115

150
NA
164
143

NA 131

180 108
140
116

NA 117

$75
276
210
492
492

250
250
259
233
175

165
165
400
350

Ilue
eld

:imum
nent 3

$75
276
210
"92
192

250
300
254
233
175
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Blue
Shield

maximum
payment 3

Average
medicare
reason-

able
charge 1

$75
121
90

238
238

125
150
150
117
100

100
100

5200
6 175

90
200
140

9113
1075

100

150
125
135
131
150

150
75

158
NA
150

100
150

150

165
150
141
75

11375

Average
medicare
reason-

able
charge'I

175

225
225
315
300
191

300
150
270
NA

300

185
300

300

365
300

1 253
150
(11)

Blue
Shield

maximum
payment 3

Aver
med'
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abli
char

175

158
67
96

175
(7)
157
142
150
158

13 127

103
149
NA
132
136

97
222
126
153
60

$50
104
75

NA
NA 1-

I 3
6 }

317

400
357
355
300(7)

350
406
375

2 440
13 379

426
501

569

365
400
403
403
375

165
165
-00

350

180
400
?40
150
.25

175
-!00
.25
-15
300
188
0300
100
-93
NA
.75

1,80
,75
~175
.?75
.175
!75
1752

'55
75

205
202
305
200
172

165
189
185
202
175

I

I

IM

Blue
Shield

maximum
payment 3

138

200
225
248
225
169

250
125
270
NA
250

160
250(it
225225

275
225

12209
150
(.)

100
110
104
100

12 78

(131

65
65
NA

60

NA
75
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493
317
341

375
344
345
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376
349
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(1)

325
334
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600

13 347

392
447
385
400
456
365

2303
367
373
370
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400
255
150
175

225
200
315
300
191

300
150
270
NA
300

185
300
(111
300

365
300
240
150
400

I

241
207
188
197
(7)

2 193
206
169
315

13 168

191
215
199
178
243

184
286
203
213
167

233

300
291
271
259
(7)

350
311
288
450

13270

300
361
340
291
366

275
2274

311
289
294

115
100
90

113
79

150
50
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NA
75

75
100
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150
120
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%es for selected surgical procedures

Hemorrhoidectomy Bronchoscopy Radical mastectomy

averagee Average Average MedIcare Carrer
edicare Blue medicare Blue medicare Blue

reason- Shield reason- Shield reason- Shield
able maximum able maximum able maximum

charge 2 payment 3  charge 2 payment charge 2 payment3

$131 $50 $78 $35 $305 $150 Alabama Blue Shield.
125 104 95 69 433 242 Arizona (Aetna).
180 75 75 45 277 180 Arkansas Blue Shield.
179 NA 84 NA 408 NA California Blue Shield.
209 NA 105 NA 436 NA California (Occidental Life).

101 100 69 50 350 275 Colorado Blue Shield.
166 110 94 60 345 250 Connecticut General Life.
200 104 67 63 368 271 Delaware Blue Shield.
149 100 82 50 385 233 Florida Blue Shield.
115 12 78 93 U 46 360 12 163 Georgia (John Hancock).

150 (3U) NA (11) 350 (1) Hawaii (Aetna).
NA 138 NA 83 NA 303 Idaho (Equitable).
168 65 95 65 367 165 Illinois Blue Shield.
143 65 83 65 296 165 Illinois (Continental Casualty).
131 NA 67 NA 278 NA Indiana Blue Shield.

108 60 75 45 200 150 Iowa Blue Shield.
140 (t8) 88 (11, 314 (11) Kansas Blue Shield.
116 1058658 317 245 Kentucky (Metropolitan).
117 NA 78 NA 216 NA Louisiana (Pan-American Life).
175 75 71 38 225 163 Maine (Union Mutual).

158 115 82 50 281 275 Maryland Blue Shield.
67 100 70 50 330 250 Massachusetts Blue Shield.
96 90 73 68 288 270 Michigan Blue Shield.

175 113 75 75 213 263 Minnesota Blue Shield.
(7) 79 (7) 55 (7) 150 Mississippi (Travelers).

157 150 67 75 325 300 Missouri Blue Shield.
142 50 74 35 356 125 Missouri (General American Life).
150 135 75 77 350 315 Montana Blue Shield.
158 NA 100 NA NA NA Nevada (Aetna).

U3 127 75 1 69 75 1 202 275 Nebraska (Mutual of Omaha).

103 .- 75 60 40 292 175 New Hampshire/Vermont Blue Shield.
149 100 88 70 400 275 New Jersey (Prudential).
NA (I NA (11) NA (u) New Mexico (Equitable).
132 15092 - 75 275 350 New York Blue Shield (Western New York).
136f-" 120 110 90 428 275 New York Blue Shield (United Medcical).

97 150 62 75 328 365 New York Blue Shield (Genossee Valley).
222 120 111 90 376 275 New York (Group Health Insurance).
126 12112 86 u 71 290 12 242 New York (Metroplitan).
158 60 73 35 275 125 North Carolina (Pilot Life).
60 (") 68 (") 275 (11) North Dakota Blue Shield.
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of low-income medicare beneficiaries. In view of the fact that prior
to inedicare virtually no Blue Shield plan or insurance company
offered basic surgical-medical insurance making payments on the
basis of customary and prevailing charges, the statutory limitation
was virtually nullified.

The effects of not applying this limitation is readily apparent from
chart 1 rhe chart is based upon information provided to the staff
by Blue Shield and the Bureau of Health Insurance. It compares the
average medicare charge approved by the medicare carrier in each
carrier arpa for 8 surgical procedures frequently perfolned on older
l)eol)le with the maximum amounts Blue Shield pays for those same
services under its most widely held contracts in the areas. The chart
indicates medicare J)ayments are usually significantly higher than
Blue Shield payments.

Despite the legislative history-including the specific reference in
the committee reports to use of fee schedules employed by "service
benefit l)lans"-a Social Security policy statement in 1966 maintained
that "fee schedules, dual or otherwise, would be inappropriate for the
program."

Social Security Administration Permits Carriers to Pay More Under Medi-
care Than Under Their Own Plans

The following statement was made in early 1966 by the then
Director of the Bureau of Health Insurance, Mr. Arthur Hess, on
how medicare's policymakers arrived at their position for the deter-
mination of "reasonable charges:"

"The determination of reasonable charges involves a wide
range of difficult issues.

"As passed by the House of Representatives, the provisions
governing the determination of charges required that the charge
'be reasonable and not higher than the charge applicable, for a
comparable service and under comparable circumstances, to the
policyholders and subscribers of the carrier.' The report of the
Committee on Ways and Means of the House of Representatives
included the following statement with respect to these provisions:
'In determining reasonable charges, the carriers would consider
the customary charges for similar services generally made by the
physician or other person or organization furnishing the covered
services,,and also the prevailing charges in the locality for similar
services.' rhe Senate included a similar statement in the bill
itself, and this statement is included in the law as enacted. There
is then, no question about the intent of Congress that the deter-
mination of reasonable charges would be based on the customary
charges of the physician and the prevailing charges in the locality.

"When we consulted with the work group on physician partici-
pation, which included representatives of carriers and medical
organizations, concerning the development of guidelines for part
B intermediaries, we were advised that the carriers and the
physicians had considerable experience in dealing with the con-
cepts involved. Representatives of Blue Shield assured us that,
while the fee schedule approach was predominant under Blue
Shield plans, many plans had developed the necessary experience
through the analysis of bills and dealings with medical societies."
(Emphasis supplied.)
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This statement was in essence the policy adopted by the Social
Security Administration as the basis for payment of physicians under
part B of medicare.

It is the opinion of the staff that the premises underlying that policy
are contrary to the congressional intent and that the erroneous policy
itself is an important cause of the enormous inflation in costs of the
part B program. This policy had the effect of " * * turning an
expected ceiling on fees into a floor."

The statute requires only that consideration be given to customary
and prevailing charges. The term "consideration" does not in our
opinion indicate congressional mandate that reasonable charges would
be "based" only upon customary and prevailing charges. We believe
the clearer interpretation of the statute leaves little doubt that
medicare reimbursement for doctors' services was to be based upon
"reasonable charges" and that in determining what was reasonable
the administrator was given discretion to look to customary and
prevailing charges so long as the ultimate amount determined did
not exceed the amount the carrier itself ordinarily allowed for compara-
ble services.
Congressional Limitations and Controls Abandoned by Social Security

Administration at Cost of Hundreds of Millions of Dollars
The extensive testimony by the National Association of Blue

Shield Plans before the committee in 1965 as to Blue Shield's built-in
controls of utilization and fee levels was relied upon both in the
statute and committee report. The claim by the Nation's largest
medical insurer that even in indemnity plan areas the Blue Shield
schedules generally reflect the prevailing charges in the community
indicated to the Congress that reasonable limitations upon medicare
payments based upon community norms were widely available and
generally operative. As the chart comparing Blue Shield and medicare
payments reveals, medicare payments do not mirror Blue Shield's
reflection of prevailing fees-medicare presents a distorted, much
magnified, and expensive image all its own.

Those congressional assumptions as to the availability and applica-
tion of reasonable controls on medical fees appear to have been for-
gotten almost as soon as medicare was enacted. Limitations and con-
trols are provided for, as we read the statute and the Finance Com-
mittee report, but they appear to have been treated as but abstract
and minor impediments to what has become a very real and very
costly policy of laissez-faire with respect to physicians' fees under
medicare.

No one can say for certain how much money has been overpaid
as a result of the failure to apply the statutory limitation on "reason-
able charges." Compared with Blue Shield payments for similar serv-
ices under their most widely held contracts, however, it is safe to say
that medicare has spent many hundreds of millions of dollars more than
would otherwise have been required had those same Blue Shield
schedules served to limit reimbursement.

3 Address by Representative Durward G. Hall before American College of hospital Ad-
ministrators, April 30, 1969. Congressional Record, pp. E3622-23, May 5,1969
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Agreed-upon Fee Schedules of Service Benefit Plans Contain Built-in Lim-
itation on Fee Escalation

As has been noted the committee reports in 1965 made specific
reference to the use in medicare of the same "agreed-upon fee schedules
that are employed in their own programs" by service benefit plans.
An agreed-upon fee schedule does not encompass so-called customary
and prevailing or usual and customary contracts. The latter provides
a scale for determining payments which, in the main, depends uron
an individual physician's billing practices limited to a prevailing
maximum. The physician is free at periodic intervals to increase his
customary charges and if his action is followed by sufficient other
doctors, an increase in the'prevailing limitation would result. In other
words, the "customary and .prevailing" contract is a dynamic type of
coverage characterized b. increased and increasing payments.

The agreed-upon fee scnedhile,,on the other hand, is a static, fixed
basis of payment. Until such time as the entire fee schedule is re-
viewed and revised upward (which usually requires the approval of
State insurance departments), the amounts payable are predictable
and known to all. Both the patient and the physician know in advance
exactly how much Blue Shield or other health insurers will allow for a
given service or procedure.

It was to these well-known and predictable yardsticks-Blue
Shield fee schedules-that we believe the committee reports refer.

A service benefit plan is one where participating physicianshave
agreed to accept the plan's allowance as full payment in those cases
where the subscribers' income is below the maximum specified in
the subscriber's contract. Where the patient's income exceeds the
maximum, as is frequently the case, or where care is provided by a
nonparticipating physician, the Blue Shield allowance is still the same
agreed-upon fee specified in the schedule but the physician is not
obligated to accept it as full payment.
"Means Test" Argument a Red Herring

Social security, ignoring the reference in the committee reports
to use of such fee schedules, instructed Blue Shield carriers not to use
the fee schedules in their service benefit contracts as limitations on
amounts payable to doctors providing care to medicare beneficiaries.
Further, Social Security instructed Blue Shield carriers to disregard
the millions of bills submitted for payment under those fee schedules
in their determination of customary and prevailing charges for medi-
care. The reasoning was that service benefit plans use "means tests"
and that such tests were not intended by medicare.

We believe such a rationale is illogical.
The point here is that a Blue Shield subscriber-regardless of

whether his income is below or above the service benefit level-is
entitled to have precisely the same dollar allowance paid by Blue
Shield for the service rendered him.

Many. Blue Shield subscribers hold contracts containing service
benefit income limits for which they cannot qualify. But, in every
case they are entitled to payment of the amounts specified in the
fee schedule-which is no greater and no less than that payable
for another subscriber holding the same contract and whose income is
below the maximum specified in the contract. And, as is not infre-
quently the case, where care is provided by a nonparticipating phy-
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sician, the Blue Shield allowance is still the same amount specified in
the fee schedule and the service income limits are irrelevant. In other
words, the amount payable by the service benefit plan is fixed and identical
for all subscribers receiving a given medical procedure or service. There is
no means test applied to determine whether the plan will pay or i;" wl;at
amount. The third-party paver--Blue Shield--has a fixed and identical ,
dollar liability to each and'every subscriber under a given contract- /
regardless of his income.
Social Security Administration Twists Meaning of Statutory Limitation,

Negating Its Effect
The Social Security Administration took an explicit statutory limita-

tion on the maximum physician's charge which could be recognized as
"reasonable" for purposes of medicare payment and through fallacious
logic turned it into a complex nullity. The comparablee circumstances"
phrase in the statute was interpreted as constituting a limitation only
if a carrier' had a policy or contract which paid benefits on a so-called
"customary and prevailing" basis. As has been pointed out, virtually
none of the Blue Shield plans had such contracts generally available
during the years ot debate on medicare or at the time of medicare's
consideration and enactment, or on the effective date of medicare.
Thus, Social Security called for application of a phantom yardstick.

Blue Shield itself has no illusions concerning the term "comparable
circumstances." In October, 1968, a new membership standard was
adopted by the Blue Shield plans. Plans were required to "* * * make
available a paid-in-full program, based upon the usual, customary and
reasonable charges of physicians and which takes into consideration
the pattern of charges for similar services provided under comparable
circumstances in the same geographical area." (Emphasis supplied.)

The italicized portion of the Blue Shield standard is virtually identi-
cal with that of the medicare statute. Yet, Blue Shield, the Nation's
largest medical insurer, as well as the p)redominant medicare carrier,
understands that the term "comparable circumstances" does not mean
what Social Security arbitrarily determined it meant.

Here is what that term means to Blue Shield (as well as what the
staff believes "comparable circumstances" meant to the Congress in
1965): "Comparable circumstances refers to thf medical and site circum-
stances involved in the provision of services." I

The failure to apply a similar logical interpretation-under the Fed-
eral program is responsible, in our opinion, for much of the inflation in
the costs of Part B3of medicare.

The point at issue is the statutory restraint that a physician's charge,
in order to be considered "reasonable" be "not higher than the charge
applicable, for a comparable service and under comparable circum-
stances, to the policyholders and subscribers of the carrier."

The plain meaning of that provision is that a Blue Shield plan,
serving as a medicare carrier, would not allow more as a medicare
charge than it ordinarily allowed under its regular basic surgical-
medical contract for its own subscribers. The limitation could have
been applied on the benefits allowed under the plan's most widely-held
contract or even the average payments actually made under all of
the plan's different types of basic contracts. Additionally, allowances

'Statement supplied to the staff by National Association of Blue Shield Plans.
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could have been calculated using a relative value scale for those
services covered by medicare but not by the particular Blue Shield
carrier.

Such limitations upon "reasonal)le charges," were, we believe, in-
tended by the Congress as a sensible control which could have been
determined with reasonal)le objectivity.

Future Impact of Past Policies

We have indicated the enormous increased costs in part B because
of the failure to apply effective controls and limits on "customary
and prevailing" physician charges. The question may be asked as to
what future costs will be in the absence of changes in the present
method of payment under part B.

Recently, the Civil Service Commission contracted with a private
actuarial consultin firm to evaluate the Federal Employee Health
Benefits Program. Included in the report to the Commission were com-
ments on the effectiveness of controls on utilization of benefits and
costs. Their comments are relevant because the majority of the Fed-
eral employee basic surgical-medical coverages have shifted to a
"usual and customary" "or customary and prevailing" basis of pay-
ment for physicians' services since the advent of medicare. The
prognosis with respect to future costs of "usual and customary" bene-
fits is not good. The analogy to medicare is apparent in the following
comments from the report:

"Controls on utilization of benefits hinge upon the descriptive
limitation of the type of coverages that are offered as well as on
the deductible and coinsurance provisions (indemnity plan).
By this is meant that standard coverages, described in a con-
ventional way, with reasonable limitations can be processed
satisfactorily by the trained claims paying personnel of each
governmentwide carrier. A notable exception is with respect to
a "wsual and customary" payment basis whether it applies to
doctors' fees or other services. In fact, we feel that significantly
higher parmentsfor doctors' services are yet to come. * * *

"A hedth care plan which is * * * reimbursing high percentages
of wsual and customary fees is particularly subject to inflation.
Thus stringent enough controls to hold down premiums cannot
reasonably be expected." (Emphasis supplied.)

Rush To Develop Data on "Customary and Prevailing" Charges

We believe the congressional objective of establishing a limit on
medicare payments to doctors based upon existing fee schedules was
lost when carriers were instructed by Social Security not to use their
regular fee schedules as medicare maximums unless those contracts
paid benefits on the basis of "customary and prevailing" charges.

The general lack of adequate and significant "customary and prevail-
ing" data during medicare's initial and crucial "tooling-up" period was
when benchmarks were established for payments to physicians. Sub-
sequent upward changes in fees all relate back to those insubstantial
baseline data.
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Responses to staff questions concerning-the precise methods em-
ployed by each carrier in determining "customary and prevailing"
physician charges at the outset of medicare indicate that the founda-
tion for payment of physicians was and is quite shaky and of dubious
validity.
Physicians Asked to Furnish Data on Their "Customary" Charges

A fair number of carriers resorted to surveys of physicians in order
to establish a basis for payment of customary and prevailing fees.
Many other carriers refused to undertake such surveys because, in tho
words of one of them "A fee survey was considered unwise because it
was felt that it would produce 'anticipatory bias' [on the part of
physicians responding to the survey) which would tend to be infla-
tionary." Another large Blue Shield plan said that "* * * some'anticipatory bias' existed within medical circles which would render
invalid any questionnaire survey directed at obtaining the usual
charge of an individual physician."

To the extent that medicare payments are based and built upon the
results of those surveys the "anticipatory bias" incorporated into the
results has now become "realized bias." This is another costly conse-
quence, in our opinion, of the failure to provide carriers with uniform
guidelines as to how and how not to assemble charges data at the in-
ception of medicare.

many carriers based their determination of physicians' customary
and prevailing charges solely upon billings to medicare beneficiaries
after the program began. A number of carriers still construct their
physician profiles from limited medicare charges data. It is extremely
difficult for us to understand how, in these cases, those carriers can
accurately determine that a physician's charges to his aged patients
represent his customary charges to all patients. We submit that they
cannot make a valid determination where the determination of cus-
tomary and prevailing is limited to medicare data only. Again, this
is another important control point to which little administrative
pressure has been applied. We believe the situation can be improved
by requiring carriers to incorporate all charges data-medicare and
nonmedicare.
Utah Blue Shield Plan Sets Good Example

We would be remiss if in the course of criticizing the methods of
payment employed in the administration of medicare we did not point
out that one carrier, the Utah Blue Shield Plan, as it explains its
approach, appears to fulfill what the staff believes the medicare
legislation intended.

The Utah Blue Shield Plan used all of the payments made in its
regular nonmedicare business as the basic data source for medicare.
The plan said it had undertaken a confidential survey of physicians
prior to July 1, 1966 but the limited response of physicians (approxi-
mately 50 percent) "diminished the credibility of the data collected
to such an extent that only historical claims data in our files was
used in determining customary and prevailing charges."

Most iportantly, the plan told us:
"We are a Blue Shield service benefit plan and have limited

the reasonable charge to medicare beneficiaries to no more than
"Five of the questions asked by the staff with respect to carrier capacity to determine

"customary and prevailing' physician charges appear In Appendix E, p. 253 along with
some pertinent replies from carriers.
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we allow for our subscribers under our basic surgical-medical
contracts which provide for service benefits.

"In so doing, we used the schedule of benefits under our most
widely-held contract. [That contract is a fixed-fee schedule.]

"* * * during the period October, 1967 to June, 1968, 8,667
claims were reduced solely pursuant to section 1842 (b) (3) (B)
of the Social Security Act. $199,754.39 was the total amount of
such reductions and the average reduction was $23.04."

Staff Recommendations

The staff believes that the existing interpretatiion of the part B
statutory limitation is erroneous and not consistent with the congres-
sional intent. We recognize, however, that the interpretation has been
applied for more than 3 years; thus the first suggestion offered below
is intended as a stopgap measure. As a permanent solution we think
the provisions concerning reimbursement of physicians should be
rewritten in the statutes. With that thought in mind, the staff has
developed a basis for comprehensive revision which is outlined in
the second recommendation below.

Recommendation for Reasonable Limit on "Reasonable
Charges"

To conform present medicare practice to the congressional intent
expressed in the statute and contemporaneous committee reports
and if no substantive changes are made in part B, the staff recom-
mends that all Blue Shield plans serving as medicare carriers be
required to limit the physician's charge recogni:,ted as "reasonable"
to not more than the averaepayment actually made for a given
service or procedure under all olits basic surgicil-medical subscriber
contracts during a reasonably recent prior period of time. Thus, for
example, if Blue Shield in Massachusetts under all of its various
subscriber contracts actually paid an average of $250 for removal of
cataract (excision of lens) during 1968, medicare would not recognize
charges above $250 as "reasonable" for purposes of reimbursement.

For those services which medicare covers but which Blue Shield
does not, maximum allowances could be calculated on a basis relative
to the average actual payments which Blue Shield made on the services
it does cover.

Additionally, to avoid, at least to some extent, costly and often
medically unnecessary "gang visiting," amounts allowed should be
reduced for multiple visits, on the same day to patients in the same
facility. Similarly, limitation on amounts allowed for "injections"
and routine laboratory tests should be established and applied.

Fee Schedules: Recommendation for a Part B Program With
Built-in Cost Limitations

We have developed a basis for possible revision of part B of med-
icare, in large part based upon customary insurance practices in the
private sector, which the committee might consider as a mechanism
to substantially simplify administration and control costs.
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1. An advisory board of actuaries and underwriters would be
selected by the Secretary of Health, Education, and Welfare from
private health insurance companies to assist in developing a schedule
of fixed indemnity allowances for surgical and medical care for
each of the nine census regions in the Nation (in recognition of
geographic variation in charges for similar medical services). The
allowances for any given region should not be more than 10 (or
possibly 15) percent greater than the average for all other census
regions combined. Appropriate provision should also be made so that
prepaid group practice and similar programs can provide care and be
reimbursed on other than a fee-for-service basis.

2. The advisers would recommend specific maximum amounts
allowable for covered services based upon a total monthly premium of
$8 per beneficiary-the amount now paid-after allocating a sufficient
portion of thepremium for reserves and administrative costs.

3. The $50 deductible now in part B would apply only to charges
for services rendered by non-participating physicians.

4. Payments would be made on the basis of 80 percent of the max-
imum amount allowable specified in the benefits schedule or 80 percent
of the actual charge, whichever was less.

5. A participating physician would be one who agrees to accept up
to the scheduled allowance as his full charge for the services he renders
to all medicare beneficiaries. In the case of a participating physician
payments would be made directly to him by medicare. He would
collect 20 percent of the scheduled amount from the beneficiary.
Alternatively, a co-pay approach might be employed. For example,
the beneficiary could pay out of pocket the first $2 or $3 of the charge
for home and office visits.

6. Where a doctor did not elect to become a participating physician,
all payments due from medicare to beneficiaries for services rendered
by him would be made directly to those beneficiaries on the basis of a
receipted or non-receipted bill.

7. A physician could, upon appropriate notice, elect, or withdraw
from, status as a participating physician.

8. The $8 monthly premium rate would be fixed by law and could
not be changed except by leg!,3lative action.

9. In case the premium and reserves were inadequate to fully meet
the obligations of the program in a given year, the advisory board
would be expected to adjust the scheduled allowances downward so
as to makeup the deficit in the following year or years. Such revisions
could be made applicable only to those regions experiencing abnormal
utilization or could be made applicable nationally.

We believe this method of reimbursement offers the following
advantages:

1. Simplified administration and reduced administrative costs.
2. Anti-inflationary structure.
3. Self-adjusting to the funds available.
4. Predictability of allowances and payments.
5. Strong parcel and relationship to basic medical-surgical

insurance policies now sold by private health insurers.
6. Avoidance of Federal determination as to whether a physi-

cians' charges are reasonable.
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7. Functions within traditional framework of the medical
insurance obligation of an insurer (social security) to the insured
(beneficiary) whereby specified indemnities are payable to the
insured by the insurer when he has incurred a legal obligation
to pay a physician who has rendered care covered under the
policy. The obligation to pay here, as with all private health
insurance, flows from the insurer to the insured (and not from
the insurer to the physician or other provider).

8. Beneficiary understanding enhanced, and $50 deductible
eliminated whore services are provided by participating physicians.

9. Physician has freedom of choice whether to become a par-
ticipating physician. That choice may be changed upon reason-
able notice.

10. The Government will not tell the nonparticipating doctor
how much to bill the medicare beneficiary an(dit will not interfere
with his privilege of collecting his own bills. The Government
would pay its scheduled allowance to the beneficiary directly on
the basis of a receipted or nonreceipted bill for covered services.
That would fulfill medicare's financial obligation as insurer to
the beneficiary. The question of what the patient does with the
money after he has been paid by medicare would not be subject
to governmental intervention-that would remain a private
aspect of -the doctor-patient relationship.

Recommendation for Uniform Definitions of Medical
Procedures

To avoid fragmentation of fees the staff recommends that uniform
definitions of medical procedures and services be applied in the
payment of benefits under part B.

Adoption of uniform definitions would avoid situations such as that
where a surgeon charges one fee for the actual surgery and then charges
additional separate fees for normal preoperative and postoperative
visits. Most Blue Shield plans allow a single inclusive fee covering the
preoperative and postoperative care ordinarily and routinely provided
in conjunction with the surgery itself.

Appropriate definitions can be obtained from Blue Shield and others.



CHAPTER SIX

PAYMENTS TO "SUPERVISORY" PHYSICIANS IN
TEACHING HOSPITALS

The Problem

A major and costly problem has arisen in medicare with respect to
payment for the services of so-called "supervisory physicians" in
teaching hospitals. Such services may currently involve medicare pay-
ments of $100 million or more annually.

The hospitals concerned are those with approved programs of
training for interns and residents. Such hospitals are usually affiliated
with or operated by medical schools. The training of interns and
residents involves, in largepart, the rendering of direct patient care-
particularly in the case of service patients (also called institutional
patients)-under the supervision, and to varying extents the personal
assistance in such care, of qualified teaching physicians. In the case of
an institutional patient, the supervisory physician is generally desig-
nated by the hospital as that patient's attending physician upon
admission of the patient to the hospital.

The institutional patient may be an individual who was referred to
the hospital by a physician who was not a member of that hospital's
staff; he may have been recommended as an inpatient by a physician
in the hospital's outpatient department; he may have been admitted
to the hospital in an emergency situation; or he may have presented
himself and had his admission to the hospital approved by a member
of the hospital's house staff.

The institutional patient is in contrast with the private patient. The
latter generally has lis own private doctor-usually a member of the
hos ital's medical staff, whom he visited and consulted with outside
of the hospital setting; who subsequently arranged for his admission
to the hospital~ who visited and treated him during the hospital stay;
and to whom he turned for follow-up care after discharge from the
hospital. That doctor is usually the private patient's attending physi-
cian during Mis period of hospitalization.

The private patient has chosen and, in effect, contracted with his
doctor, whereas the institutional patient-without a private doctor of
his own-has an attending physician assigned to him by the hospital.
The institutional patient, in effect, looks to the institution for his
medical care rather than to a private physician.

The problem in making medicare payments does not arise with
respect to the bona fide private patient of a physician in private
practice who is cared for in the teaching hospital-that has been,
and should continue to be, treated just as any other billable service
relationship between doctor and patient. That type of doctor-patient
relationship is 1-to-1 with each recognizing an obligation to the other.

(71)



Kansas Blue Shield- -.------------------------. 30i 400 344 4002
Kentucky (Metropolitan)........--------------- 318 240 345 255 185
Louisiana (Pan-American Life).---------------. 37 { 79 150 333 150 202
Maine (Union Mutual)------------------325 175 324 115 115

Maryland Blue Shield ------------------ 367 200 376 225 241
Massachusetts Blue Shield----------------393 225 349 200 207
Michigan Blue Shield.. .. ...-------------------. 370 315 362 315 188
Minnesota Blue Shield ------------------ 341 300 322 300 197
Mississippi (Travelers).. .. ...------------------ (7) 2 188 (1) 191 (7)

Missouri Blue Shield.... ....-------------------. 345 300 325 300 2 193
Missouri (General American Life).. ..------------ 418 100 334 150 206
Montana Blue Shield.... ....-------------------. 334 293 330 270 169
Nevada (Aetna) ---------------------- 565 NA 600 NA 315
Nebraska (Mutual of'Omaha)------------------13 303 275 13347 300 13 168

New Hampshire/Vermont Blue Shield.-----------. 345 180 392 185 191
New Jersey (Prudential).... ...-----------------. 437 275 447 300 235
New Mexico (Equitable).------.----------------. 383 (11) 385 (11) 199
New York Blue Shield (Western New York)-383 275 400 300 178
New York Blue Shield (United Medical)--------490 275 456 300 243

New York Blue Shield (Genessee Valley).-------- 373 375 365 365 184
New York (Group Health Insurance)...---------- 526 275 2303 300 286
New York (Metropolitan,).. . ...----------------. 371 252 367 240 203
North Caroilina (Pilot Life).. . ...---------------- 340 155 373 150 213
North Dakota Blue Shield...----------------353 375 370 400 167

Ohio (Cleveland Blue Shield).. . ..-------------- 393 315 314 350 190
Ohio (Nationwide).........--------------------. 350 150 329 200 202
Oklahoma (Aetna).........--------------------. 346 250 350 255 184
Oregon and Alaska (Aetna)... ...---------------. 416 NA 395 NA 201
Pennsylvania Blue Shield.... ...---------------- 330 270 334 270 192

Rhode Island Blue Shield.... ...---------------- 394 254 400 259 225
South Carolina Blue Shield......---------------. 364 230 356 230 188
South Dakota Blue Shield.. .. ..----------------. 375 (8) 357 (8) 147
Tennessee (Equitable).. .. ...------------------ 351 210 336 210 195
Texas Blue Shield...........------------------ 358 220 351 225 188

Utah Blue Shield..........---------------------. 309 270 386 225 188
Virginia...... ..--------------------------- () (11) (7) (31)(8
Washington Blue Shield.. . ..----------------- 38 347 329 1331 182
West Virginia (Nationwide)......---------------. 329 12 206 282 12 211 172
Wiswnsin (Milwaukee Blue Shield)...-----------. 395 (11) 400 (11) 2 174

Wisconsin (Madison Blue Shield).....------------357 (11) 327 (11) 174
Wyoming (Equitable) ------------------- 350 250 350 250 NA
District of Columbia Blue Shield------------437 259 312 264 233
Puerto Rico Blue Shield ----------------- 400 NA 400 NA 199

1 Before coinsurance of 20 percent for services rendered January
2 Sernkes rendered between July 1, 1966 and June 30, 1967.
3 Maximum allowance under fee schedule (or other basis of pay

widely held Blue Shield contract in same geographical area. (If mo
area, figure shown Is average allowance under the plans.)

4Less than 25 cases reported.
3 City.
0 Rural.
I Not available (included with other areas, not separated by State
S Schedule plus 75 percent of difference.
S Blue Cross Plan.
10 Blue Cross Plan.
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13 Includes figures for another area for which carr

NA: Not available.
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cal allowance and no additional payments are allowed.
somewhat understated in comparison with the Blue ?"

Sources: National Association of Blue Shield Plans
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116 105 868 51 317 W4• Kentucky (Metropolitan).
117 NA 78 NA 216 NA Louisiana (Pan-American Life).
175 75 71 38 225 163 Maine (Union Mutual).

158 115 82 50 281 275 Maryland Blue Shield.
67 -100 70 50 330 250 Massachusetts Blue Shield.
96 90 73 68 288 270 Michigan Blue Shield.

175 113 75 75 213 263 Minnesota Blue Shield.
(7) 79 (7) 5S (7) 150 Mississippi (Travelers).

157 150 67 75 325 300 Missouri Blue Shield.
142 50 74 35 356 125 Missouri (General American Life).
150 135 75 77 350 315 Montana Blue Shield.
158 NA 100 NA NA NA Nevada (Aetna).
127 75 13 69 75 13 202 275 Nebraska (Mutual of Omaha).

103 75 60 40 292 175 New Hampshire/Vermont Blue Shield.
149 100 88 70 400 275 New Jersey (Prudential).
NA (,) NA (11) NA (11) New Mexico (Equitable).
1 2 150 92 75 275 350 New York Blue Shield (Western New York).

120 110 90 428 275 New York Blue Shield (United Med'ical).

97 150 62 75 328 365 New York Blue Shield (Genessee Valley).
222 120 111 90 376 275 New York (Group Health Insurance).
126 12 112 86 12 71 290 12 242 New York (Metropolitan).
158 60 73 35 275 125 North Carolina (Pilot Life).
60 (U) 68 (11) 275 (11) North Dakota Blue Shield.

148 115 81 75 254 300 Ohio (Cleveland Blue Shield).
160 100 78 50 346 200 Ohio (Nationwide).
121 110 83 60 431 245 Oklahoma(Aetna).
150 NA 70 NA 306 NA Oregon and Alaska (Aetna).
123 120 75 66 281 240 Pennsylvania Blue Shield.

195 104 83 63 297 271 Rhode Island Blue Shield.
137 95 91 55 300 245 South Carolina Blue Shield.
145 (8 90 (8) 3NA (8) South Dakota Blue Shield.
162 90 86 45 344 180 Tennessee (Equitable).
158 90 86 55 353 235 Texas Blue Shield.

120 113 78 77 275 315 Utah Blue Shield.
(7) (U) (7) (U) (7) (U) Virginia.

164 12 123 74 12 84 3][ 12 335 Washington.Blue Shield.
89 1290 68 12 85 275 12 222 West Virginia (Nationwide).

175 (11) 75 (11) 330 (11) Wisconsin (Milwaukee Blue Shield).

92 (11) 68 (11) 213 (11) Wisconsin (Madison Blue Shield),
4&Ar 125 NA 60 NA 250 Wyoming (Equitable).
75 106 91 64 405 276 District of Columbia Blue Shield.

-33 NA 93 NA 420 NA Puerto Rico Blue Shield.

fees to participating physicians.
for 2 or more plans In State.

,another area for which carrier is also responsible.

& under Medicare additional bills were also submitted for routine post-
%,es. Such visits and services are typically included in the Blue Shield surgi-
tional payments are allowed. Thus, the average medicare payment may be
comparison with the Blue Shield allowance.
;iartion of Blue Shield Plans and the Social Security Administration.

I



72

Serious questions have arisen, however, with respect to payments
to supervisory physicians designated as attending physicians for
medicare beneficiaries who are institutional patients. These policy
questions relate to payments made in some teaching hospitals for
services which constitute, at the very least, abuse of medicare. (See,
for example, the report submitted to the Committee on Finance
by the Comptroller General of the United States with respect to
payments to supervisory physicians in the Cook County Hospital.')
In connection with this and similar situations, the staff suggests
that the committee urge the Social Security Administration to
undertake a careful audit of all payments made to date for the serv-
ices of supervisory physicians in all teaching hospitals and that
where payments were improperly made, every effort necessary be
undertaken by the Government to recover such improper payments.
Related Social Security Administration Action

In recent months the Social Security Administration has taken steps
to tighten up procedures and requirements for payment of teaching
physicians. In a letter addressed to part B carriers on September 3,
1969, the Bureau of Health Insurance noted that: "Pursuant to our
teletype of June 20, many carriers suspended payment for services of
teaching physicians where it appeared that requirements for payment
for services in a teaching setting were not being met * *."

The same letter recited criteria for determining the validity of a
supervisory physician's charge under Social Security regulations.
One of those criteria recognizes the distinction between a service pa-
tient (institutional patient) and a private patient: "* * * (d) is the
private physician of the patient or the patient is a service patient
assigned to him as attending physician * * *."

In somewhat understated terms, the Bureau of Health Insurance
advised part B carriers that:

"Questions as to fulfillment of the attending physician role are
more likely to occur with reference to service patients than the
private patients of a physician in a teaching setting utilizing the
services ot residents and interns in the care of his patients.
Sometimes a physician assigned as 'attending' for a service
patient in fact has little to do with the actual care and treatment
of the patient. In contrast, the personal physician of a private
patient in a teaching setting will ordinarily meet the above
requirements.

"Carriers may find it possible to resume payments promptly
for one category of billings for services in a given hospital with
suspension of payment continuing longer for another cateogry.
For example, a carrier might resume payment for services pro-
vided private patients in a teaching setting while continuing to
resolve problems connected with the identification of the attend-
ing physician and recordation of services rendered to service
patients."

Little Health Insurance Precedent for Payments to Supervisory Physicians
Prior to medicare, few Blue Shield plans or commercial health

insurers paid on a fee-for-service basis for supervisory services rendered

1Appendix A of hearings before the Committee on Finance entitled "Medicare and
Medicaid," July 1 and 2, 1969.

Mp
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by teaching physicians in teaching hospitals. Relatively few aching
institutions even attempted to bill for such services-it was not
"customary" nor did it "prevail."

In those cases where payment was made on a fee-for-service basis by
a third-party insurer, it was made on a limited basis and usually
only if: (a) other patients were similarly charged; (b) a charge was
made and payment customarily expected from insured and non-
insured patients alike; (c) the service billed for was clearly described
and personally provided; and (d) there was a legal obligation on the
part of the patient to pay such a charge. One of the Nation's largest
insurance companies replied to staff questions concerning payments
to supervisory physicians as follows:

"In our regular business, we are seeing billings of this nature
with increasing frequency since the advent of medicare, although
the practice is by no means uniform throughout the country and
in institutions of different sizes and types of teaching programs.
When such charges are received, we are recognizing them where all
available information indicates they are valid and nonduplica-
tory. Prior to July 1, 1966, such charges were quite infrequent to
the point of being almost nonexistent. Our practice at that time
was generally not to recognize them although payment was made
in occasional special circumstances."

Another very large insurance company put it this way:
"In connection with our own policies, most exclude any charge

which the employee would not be required to pay if there were no
insurance. Many teaching hospitals bill for patients treated by
staff physicians only if there is insurance available. When this
practice is identified, we do not accept the bill."

In a candid response to the staff questionnaire, another dominant
company stated:

"The regulations issued by the Social Security Administration
in connection with such services has, in all likelihood, resulted in
our policyholders being charged for supervisory physician se vices
in a tbaching setting without our even being aware of it in many
instances. In our regular business, we have always taken the
position that we would only pay the physician for services
actually performed by him. We have not paid physicians for serv-
ices performed under his supervision. As indicated above, prior
to July 1, 1966, supervisory physicians in a teaching setting did
not normally render bills for their services, and if they had, we
would not have paid for services not actually performed by the
physician."

And, with even greater candor, another major health insurer said:
"It is evident that the overall program expenditures for services

rendered in a teaching setting are extremely large. We feel that
this area might be removed from the scope of the program and, in
turn, that subsidization of teaching institutions be done by the
issuance of Federal grants."

With respect to nonprofit carriers such as Blue Shield, responses
included these:

(a) "Rarely are our contract holders charged for such services.
We do not pay for such charges. We had occasional instances of
such billing prior to July 1, 19A6. We do not pay for them under
our own contracts if wve are aware of the circumstances."
35-719 0-70---.4
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(b) "To the best of our knowledge our own subscribers are not
charged for such supervisory services. We provide no benefits for
such services, and we would not knowingly pay for such services.
It has never been the custom in this area to charge for supervisory
services."

(c) "Over the years, Blue Shield has accepted as participating
physicians some physician-teachers employed by teaching
hospitals * * * with the explicit understanding services reported
to Blue Shield would involve patients from their private sector
practice. In addition, it was understood that these physician-
teachers would personally be present and directly involved in
the patient's care * *."

(d) "We are confident that our subscribers are charged in
the same manner as medicare beneficiaries. This means that
there are no such charges being made to our knowledge. In the
case that we did know of such charges, we would not pay them
under our Blue Shield contracts."

(e) "We have established individual code numbers for phy-
sicians to delineate between service patients and private practice
patients. * * * arrangements were made prior to billing by
any physician in a teaching relationship * * * to submit fees
for only those who are private patients.

(W) "In New York State it had previously been determined
that such patients are under no legal obligation to pay for such
services."

(g) "If the patient is classified as a private patient the phy-
sician can charge Blue Shield for his services. A private patient
is one with whom the physician has an express or implied contract
to render services for a fee."

Medicare Payments Made Where There Was No Legal Obligation To Pay
The last sentence in (g) above is key to a great deal of the reserva-

tion about payment for supervisory services under part B of medicare.
It is difficult to find a particular point in time or other definite event-
or even sequence of events-at which the institutional or service
patient expressly or impliedly contracts with a specific supervisory
physician to a him agreed-upon fees for agreed-upon services. In fact,
it is doubtfulif any of the supervisory physicians who billed medicare
for institutional patients have identified themselves, as such, to the
service patient in advance as "his" doctor and discussed the fees which
the patient would be expected to pay for that physician's services.

It is not logical to assume that the medicare patient automatically
obligates himself (and medicare) to pay that supervisory physician
hundreds of dollars in the absence of an express recognition of obliga-
tion between that patient and that physician.

During the committee's hearing on medicare and medicaid (July 2,
1969) Social Security Administration witnesses were questioned exten-
sively on the legal obligation to pay a supervisory physician. Their
responses are not persuasive.

First, in response to % question by Senator Miller, Mr. Blumenthal,
Assistant General Counsel for Health Insurance, stated:

"In most instances the courts which have ruled on this issue
have found an implied obligation to pay in Wtuation where
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emergency/ series have been /urnished by physicians to emergency
patients in hospitals * * *.'(Emphasis supplied.)'

The staff do not quarrel with the courts or Social Security on
that point. The emergency patient in most cases does not have an
o opportunity or time to expressly contract and agree with a given
physician. It appears reasonable, therefore, to recognize an implied
obligation in emergency situations-particularly where the patient
would customarily have been charged if there had been time before
the rendering of services to discuss such matters. However, one still
cannot conclude from Mr. Blumenthal's response that the courts would
necessarily recognize an implied obligation to pay-even in an emer-
gency situation-for the services of a "supervisory physician," as
those services are defined under medicare regulations. On the other
hand, reference to court rulings with respect to emergency patients is
not particularly responsive or relevant to the issue of billings by "su-
pervisory physicians" for institutional patients who, in the main, are
not emergency cases.

Second, a colloquy between Senator Bennett and Mr. Blumenthal
on the question of legal obligation to pay for the services of "super-
visory J)hysicians" contains a contention by Social Security that the
legislative history of medicare with respect to payment of hospital-
based specialists "clearly parallels" the matter of payment to "super-
visory physicians" and "* * influenced us [Social Security] in large
measure in reaching the conclusion we did on the issue * * *."

As Mr. Blumenthal noted, the hospital-based specialists who were
the subject of extensive congressional debate relative to appropriate
methods of reimbursement were specifically "* * * the physicians who
practice pathology, radiology, anesthesiology, and include also the
physiatrist, physical medicine." I

A portion of the colloquy between Senator Bennett and Mr. Blumen-
thal went as follows:

Mr. BLUMENTHAL. Now, in these instances, sir, the arrangement for services
is not made by the patient with the physician. The pirallel, I think, is quite
clear, and I think also it influenced us in large measure in reaching the conclusion
we did on che issue that we are discussing now.

Senator BECNNETT. That history was on the typically hospital-based service
doctor, the radiologist, the pathologist, the anesthesiologist. I am sure that
neither committee ever expected that this would be spread out to apply to the
surgeon and the internist, and all of the rest of these people who are now collecting
these fees. Are you suggesting to us that we actually intended that surgeons and
other practitioners, other specialists should be considered as ho3pital-based?

Mr. BLUMENTHAL. I believe that the legislative history so reveals, sir, although
the committees made reference to these specific specialties, the discussion centered
on hose physicians who are hospital-based because their remuneration was
received by or through the hospital, not with regard particularly to the type of
practice that they engaged in.'

The following observations bear out the correctness of Senator Ben-
nett's understanding:

1. The hospital-based specialists-radiologists, pathologists, anes-
thesiologists and physiatrists-had specifically been recognized as such

2 "Medicare and Medicaid", hearings before the Committee on Finance, July 1 and 2,
1969. p. 226.

8 Ibid, p. 243.
4 Ibidl p. 243.



prior to medicare's enactment by most third-party payment organiza-tions. Payment for their services-unlike the services of supervisory
physicians-was routinely costed or charged and reimbursable prior to
medicare as either a hospital or medical expense.

2. The issue debated by the Congress with respect to the four
pecialties was not whether those services should te compensuLted.

There was general recognition by the Congress that a cost was incurred
for the services of those specialists. The issue revolved around whether
the services of those specialties should be reimbursable under part A
as a hospital expense or under part B as a medical expense.

3. The question of whether the services of the radiologist, patholo-
gist, and anesthesiologist should be billed for by the hospital or by
the physician was a major issue in medical care antedating medicare
enactment by many years. No comparable history exists with respect
to payment for the services of "supervisory physicians."

4. Patients customarily were expected to and did pay prior to
medicare for the services of the four medical specialties-either as a
hospital charge or as a medical charge.

5. Finally, there is an elementary and basic difference between
billing for the services of the four specialists and those of "supervisory
physicians." The anesthesiologist, radiologist, pathologist, and
physiatrist seldom are designated as a patient's "attending )hysician"
theoretically responsible for the -ourse of his total care while in the
hospital. Those specialists are responsible for restricted elements of

atient care-not its totality--and the service they provide is of a
highly specialized and technical nature.

Supervisory Physician Payments as Back-Door Federal Support for Medical
Schools; Advisory Group Planned It That Way

K.\ The dean of one of the Nation's finest medical schools familiar
with the issue of payments for the services of "supervisory physicians"
in teaching institutions addressed some candid remarks to the staff.
Conceding problems and not arguing any historical basis for payment,
the educator noted relative to the distinction between the private
patient and the institutional patient:

"We are dealinghere with two methods cor systems of rendering
patient care which I believe the authors of the medicare law did
not fully appreciate. The law and SSA regulations are tending to
make falsifiers out of many faculty members in teaching
hospitals."

The latter observation presumably refers to the fact that under
Social Security regulations a supervisory physician must, in effect,
certify to the rendering of actual care and direct involvement with a
patient in order to submit a charge.

The pressure and concern with respect to payment of supervisory
physicians for institutional patients is essentially generated by the teaching
hospitals and medical schools rather than by the physic"ars them-
selves. That concern is understandable; the substantial income
developed by charging private patient fees for institutional patients
flows, in the main, directly or indirectly to the hospital or medical
school.

As the same medical school dean put it: "Medical schools incur an
identifiable cost in rendering medical care in a teaching hospital. * * *
Indeed, I believe that a "reasonable profit" from patient services
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should be acceptable * * *. Many medical schools keep their doors
open through the profits generated by their faculty from patient
care fees * * *"i

At a symposium on graduate medical education held in Atlantic
City on October 14, 1968, Mr. Arthur E. Hess, Deputy Commissioner
of Social Security (and Director of the Bureau of Health Insurance
during medicare's initial days) discussed the question of compensation
of the teaching physician under medicare. After pointing out that the
consultant group appointed by Social Security to advise them on the
matter was "composed of representatives of medical education and
various physician organizations", Mr. Hess noted that the function
of the group was "to consider the extent to which the services of
the teaching physician could be viewed as a medical service to the
patient personally and hence a service chargeable on a fee basis." I

As Mr. Hess pointed out, the advisory group did not fail to recog-
nize the advantages of reimbursement under medicare. Commenting
on the group's work he said:

"During the discussion they emphasized that payment of such
charges would not only provide compensation for the valuable
medical care furnished but that it could provide needed financial
support for medical education, thus benefiting patients generally.
They also recognized that the elderly could not attain the same
status as other insured patients if they were not provided the
means of paying their own way." (Emphasis supplied.)

Mr. Hess then noted that: "These considerations were persuasive
and were taken into consideration in formulating the regulations."

That teaching hospitals and medical schools are chronically hard
pressed for funds almost goes without saying. Congress has recognized
the, financial problems of those institutions and assisted with appro-
priations aggregating many hundreds of millions of dollars.

However, it is another question entirely, as to whether the Nation's
aged should also be asked to subsidize medical education with many
millions of dollars from their part B premium payments. This latter
subsidization takes place without the benefit of the orderly procedures
of justification and assignment of priorities which are part and parcel
of the regular appropriation process.
Medicare Payments Differ Sharply From Usual Fee-For-Service Payments

With respect to the elderly attaining "the same status as other
insured patients," it could almost be said that they have surpassed
that. Fees charged medicare for services of teaching physicians to
institutional patients have generally been comparable or identical to
those charged or chargeable by the teaching physician for the more
extensive time and services he renders in care of a private patient.
Yet, the fees paid to the teaching physician by his private patients
if he is also in the usual private practice-in contrast to those for the
institutional patient-are not routinely routed back to the hospital or
medical school--they are usually retained by the physician. The fee
assessed against medicare with respect to the aged institutional patient
on the other hand is afforded the singular privilege of being converted
into a subsidy for the teaching hospital or medical school. If the

5 In retrospect, the establishment of an advisory body, consisting solely of those who
could benefit from their own recommendations, with a mandate to determine how the
Government would pay them for services, which had previously not been paid for, was a
decision somewhat lacking in Judgment.
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medicare institutional patient's care is identical with that of the
private patient, as some advocates of these supervisory subsidies con-
tend, why should one type of payment often go one way and the other
in a different direction?

There are additional aspects to the hospital's concern with
collection of fees for physicians' services. First, while part B
requires the beneficiary to pay at least 20 percent of the charges for
doctor care, there is little evidence that beneficiaries are being routinely
billed or collection sought with respect to charges for the services of
supervisory physicians. Obviously, therefore, such charges are not
treated on the same basis as private physician billings.

Secondly, there arise questions of duplicate payment by medicare
for physicians' services in connection with a given beneficiary who is an
institutional patient in a teaching hospital. The costs of the interns and
residents who may provide the bulk or all of his institutional care are
reimbursed as a part A hospital expense. The teaching physician,
assigned as attending physician, may then come along and bill his
"customary and prevailing" fee under part B for that patient's care.

The Week for Hospitals, a publication of the American Hospital
Association, in its issue for November 7, 1969 contained an item
quite pertinent to the "double-payment" question:

DEAN OUTLINES TEACHING HOSPITAL PARADOX

The contradictions involved in using patient care funds for
teaching purposes were outlined by Robert Ebert, M.D., dean
of the Harvard Medical School, at the annual meeting of the
Association of American Medical Colleges. Cautioning against
the possibility of making double third-party payments to teaching
hospitals, he said: ". . . some of the best teaching services
advertise that substantial responsibility is delegated to interns
and residents. Now the same teaching service must insist that
it is really the visiting physician who has the responsibility.

It is difficult to make these two arguments sound convincing
when they are made simultaneously by the same person."

Staff Recommendation

The staff is aware that the involvement of teaching physicians in
direct patient care varies with respect to a given patient from none to
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extensive. We also recognize that charges were normally not made nor
payment anticipated, by teaching physicians for institutional patients
prior to medicare.

The staff concludes that there is no justification under the present
medicare statute for reimbursement of supervisory physician services
to an institutional patient in a teaching setting and that there is no legal
obligation on the part of the patient to pay him for those services.

For those reasons, we recommend that this type of reimbursement be
terminated until such time as Congress clearly and specifically ex-
presses an intention to reimburse for these services and specifies the
criteria under which they will be reimbursed.6

0 In the event the committee desires to explore this possibility prospectively a reasonable
structure for such payments might include the elements outlined below. Almost by defini-
tion, the supervisory physician, regardless of how much or how little direct patient care he
renders, essentially functions in'a teaching or instructional capacity with respect to
institutional patients. Medicare now reimburses under part A for that portion of his salary
or stipend attributable to administrative and teaching responsibilities. The portion of
time presumably spent in functioning as a supervisory physician has been reimbursed under
part B usually on a fee-for-service basis. It Is the latter which has been the source of abuse
and overpayment.

No matter how detailed or well-devised a reporting form might be constructed to provide,
on paper at least, a minute breakdown of the specific professional components--intern,
resident, supervisory physicla-i-of the in-hospital medical care provided to an institutional
patient, medicare has no effective mechanism for checking the validity of the answers.

Recognizing this problem, and recognizing, also, that any effective method of reimbursing
for "supervisory ' services should be self-contained and self-policing, we would suggest for
consideration the following approach to payment for the services of supervisory or teaching
physicians to institutional patients :

1. Such costs should be recognized and payable only under part A and only where the
physician is compensated on the basis of a fixed reasonable salary or stipend payable at
regular periodic intervals by the institution (or medical school) and only to the extent ofsuch salary or stipend actually paid. No fees for service should be payable under medicare.

2. The costs should be payable 100 percent under part A.
3. Payment should be made by medicare only to the extent of its proportionate share

of such costs and only where all patients are required to pay for such services in an insti-
tution and bona fide efforts are made by the Institution to collect from all patients.

4. Subject to the above limitations, reimbursement should be authorized to a teaching
institution only If and only in the same degree or proportion that such supervisory services
are reimbursable under the most widely-held contracts or policies issued by the non-govern-
mental third-party payer whose payments are %he largest for that hospital a services, or by
the partmB carrier Insthe area concerned, and only if both organizations, if different, make
such payments when such supervisory services are provided to their own policyholders
or subscribers on the same basis and under the same conditions for which payment is
requested for medicare beneficiaries.

fr Where the supervisory physician is a part-time teai.hing physician who is compensated
for medicare institutional patients in accordance with the conditions of 1 through 4 above,
he should not be precluded from billing on a "fee-for-se -vice basis" under part B for other
medicare beneficiaries who are bona fide "private pathcnts." These would ordinarily con-
sist of patients who were seen by him in his office prior to hospital admission; for whom he
arranged admission to the hospital; who were visited and treated by him during their
hospital stay; who would ordinarily turn to him ficr follow-up care after discharge from
the hospital; and who are legally obligated to pay the charges billed, including deductibles
and coinsurance, and from whom collection of such charges is routinely and regularly
sought by the physician. Of course, appropriate safeguards should be established to preclude
fee-for-service payment on the basis of pro forma or token compliance with these private
patient criteria.



CHAPTER SEVEN

LARGE PAYMENTS TO HEALTH CARE PRACTITIONERS

Data on Practitioners Receiving More Than $25,000 in 1968

The Appropriations Cormmittee of the Senate annually secures and
publishes a listing of those to whom payments aggregating $5,000
or more, are made by the Department of Agriculture. Additionally,
where crop support and other Agriculture Department payments
aggregate $600 or more, those amounts are routinely and regularly
reported to the Internal Revenue Service.

Against that background, the staff requested the Department of
Health, Education, and Welfare to prepare two listings: first, a list
of all health care practitioners paid $25,000 or more directly or
indirectly under one or more of the welfare health care financing pro-
grams (principally medicaid); and second, a similar listing of all
physicians paid $25,000 or more by medicare in 1968. Each of these
practitioners was to be identified by name and address; total payments;
medical specialty; group or solo practice; and number oe different
medicare or medicaid patients treated. The amounts paid include
ayments made directly to the practitioner through assignment of
enefits to him by patients, as well as payments made to medicare

patients on the basis of that practitioner's bills to them.
It was believed that the medicare and medicaid lists would be helpful

in evaluating and screening the range and types of payments to those
receiving substantial s" ms of public money as well as the effectiveness
of claims control prc-edures.
Physicians Listed

Prior to actual collection of the information, social security personnel
estimated that the number of physicians paid $25,000 or more by
medicare would probably be 2,200 or 2,300. The list, still incomplete,
consists of almost 4,300 physicians-almost double the estimate of the
Bureau of Health Insurance. As tables 3 and 4 indicate, the staff
was careful to request that individual practitioners be distinguished
from group practitioners.

In the case of medicare, the data gathered by the Bureau of Health
Insurance for the committee is incomplete. In all probability, at
least 5,000 individual practitioners were paid $25,000 or more in 1968.
As the explanatory attachment to the tables notes, the numbers of
different physicians receiving large payments is understated. A
substantial number of medicare carriers and some States experienced
difficulty in determining and providing the basic data requested. In
the case of medicare, there were carriers who initially refused to
identify even for the Department of Health, Education, and Welfare
the names of those to whom these large payments had been made.
Those carriers became more responsive to the request for information
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following (onmmunivation to them of some rather basic viewpoints
an1d tilternatives suggested by the chairitan of the Finance (Coni-

ittee 1111anti lhe Soial Se.uiltv A(dministration.
l)atW were )irticullirly inale(lluate with resweet to mvdi,.aid pay-

nients in the two Stlates--New 'York and California--which account,
for the lion's share of medicaid expenditures. New York City, for
examljple, (oi(ld not identify the nuuumi ber of different welfare recipients
pIrov'ided ,ervicvs by 1i giveli prilctitioner 1101 could tlivy ll wl whether
the practitioner was in solo or group practice.

Following receipt of the medicaid payments data, the stat& sibiitted
the information to the Bureau of Health insimaince with a re(ilqest, for
tie amounts, if any, paid inder neicdiare to eaeth pJhysician who had
received $25,000 or more from medical. The 'o mined payments
til)les - iilitledly iicomiilete --.. appear Sl allpendix B, 1). I 63. Physi-
('illas 11t'0 idettifieId solely h%, code nmitiber and State. As will be noiet!,
at siuistanial number of pljyNiciins each received paynieli Is aggregti I -
iq $i0,o001' more from the two programs.

lablle. 3 and 4 which follow indicate the numbers of physivians in
private practice who emilt received $25,000 or more from iiedic'ire in•
196fS, its w'll as lpayments of $25,01110 or tttoi''to gi-oi j )'.;. fl'e (abb ' art(
i.iCO j1Cphte and partly -particlhdrlY its.vinh as the/' Bureau of !halth
Ixin'ance and the carriers were unable to idniiif tfll medictlrr pay-
ments to /hoilm)ds l [ h ospi a I-based radiololliSi., path/aIrlo(.l/s, and
anesfihesol)!i.'ts. Tihe ilata is provided by State an by i'ange of
payments. Ahlitiotmal tables inl appendix A, p. 151, present filrlthor
refinements of tile daltit by Itedical specialtyy, limber of blelnefi(iies
treated, place of treatment, alivrlige Ityllient, antod io fort h. TI'le
amounts pmid 1fre, ill the main, after 5 sitl, irtiot of uleduiteible and
(oiiisirlilcev jIuyvitents reo(Ilirel to be paid by the lbelleficiary to the
physician. For thlmt. reason, it, is icessm'ary to add at, least, 25 plorcent,
more to the( mtiedicar'o pa ill('elits actually listed ill order to determiive
the total payments to physicians h)y mnielicare and by flt I)eblieficiarypaitients.

More Detailed Profile Data Indicate Possible Abuse and Fraud
Tle staff' requested additional payments datia for 1,600 of the 4,300

itliviullal pIhysicians who were identified as having been paid $25,000
or more under Iitedica'e. These were I)hysicaians who, basedI upon avail-
able datai, appeared to have som taew t mutsual patterns of practice,
such iS higrh proportions of care rendered in the form of nursing home
or hospital visits or where munsually hi.i ,h amoilts were paid for labora-
tory or X-ray service,;, and so forth. ' hose selected fo' further screen-
ing consisted! primarily of physicians with particularly high payments
totals suchl as $75,000 or more. Unfortumntely many carriers were
unable to reply fully or respond illn usable form with respect, to tile
payments profile data request submitted to them. For the benefit of
the Committee, reproduced below is ati actual Completed payments
profile for atl individual doctor submitted in response to the staff's
request.
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TABLE 3.-Physicians reimbursed $25,000 or more Under inedicare during calendar year 1968: Number of physicians, by
Stawe, and amount reimbursed (excludes physicians known to be in group practice)

Number of physicians by amount reimbursed (in thousands)All

physt. 100 to 125 to 150 and
State clans 455 to29,9 30 to34.9 35 to39.9 40 to44.9 45 to 49.9 50 to 74.9 75 to 99.9 124.0 149.9 over

All States ---------------- 4, 284 1,595 960 552 340 226 432 111 40 10 18

Alabama -------------------------
Alaska ----------------------------
A rizona --------------------------
Arkansas -------------------------
C alifornia ------------------------
C olorado -------------------------
Connecticut ----------------------
D elaware ------------------------
District of Columbia --------------
Florida --------------------------

G eorgia --------------------------
Ilaw aii --------------------------
Idaho ----------------------------
Illinois ---------------------------
Indiana --------------------------

Iow a ----------------------------
K ansas --------------------------
K entucky ------------------------
Louisiana ------------------------
M aine ---------------------------

M aryland ------------------------
M assachusetts --------------------
M ichigan ------------------------
M innesota -----------------------
M ississippi -----------------------

See footnote at end of table.

83 39

19
37

370
49
65
5

21
879

75
4
6

247
23

62
16
41
14
11

39
86
51
81
40

7
14

176
18
37
3
9

226

36
3
1

95
11

25
10
16
8
8

21
28
18
30
13

21 5 5 4 7 1 1 ----------------

2 2 3 3 1 I -----------------
11 3 3 ---- --- - 5 1 ---- ---------- ------- --
64 53 20 18 25 11 3 ----------------
12
9
2
5

178

15
3

51
6

9 4 1 5 ...............................
1i 5 2 1 ------ --- -- ------- -- --- ---- -- -- -

1 ----------------- 6 ------------------------------
96 70 64 160 48 23 7 7

7
I

39
4

5 6 4 1 ---------------- 1
............................................

18 14 22 5 3 ----------------
1 ----------.-----1.-------------------------

14 9 3 3 6 2 ------------------------
3 2 1 ------------------------------------------------
6 9 7 2 1 --------------------------------
5 .- .- - - - - I - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

8 3 4 1 1 1 ------------------------
32 15 7 1 1 1 ---------------- 1
13 8 6 2 3 ------- ..........
20 14 5 4 5 2 ---------------- I
11 6 3 1 6 --------------------------------



TAIBLE 3.-Ph ysiclans reimbursed $25,000 or more under medicare during calendar year 1968: Number of physicians, by
State, and amount reinbursed (excludes physicians known to be in qroup practice)-Continued

Number of physiciaIns by aniount reimbursed (lit thouwaids)

1i0) to 125 to 150 and
25 to NI.9 30 to 34M1 35 to 341.9 40 to 44.. 45 to t9.9 50 to 74.9 75 to 9J.9 124.4 149.9 over

Missouri -------------------------
Montana -------------------------
Nebraska ------------------------
Nevada --------------------------
New lHampshire ------------------
New Jersey ----------------------
New M exico ---------------------
N ew York -----------------------
North Carolina -------------------
North Dakota --------------------
O h io -----------------------------
Oklahom a ------------------------
O regon --------------------------
Pennsylvania.
Rhode Island ---------------------
South Carolina -------------------
South Dakota --------------------
Tennessee ------------------------
T exas ----------------------------
U tah ----------------------------
Vermont I -------------------------
V irginia --------------------------
W ashington ----------------------
West Virginia
Wisonsin ...................

166
4

44
7
6

345
2

392
45
12
90
36
17

118
26

17
8

81
370

10

601
13
22

111

152
15
3

40
18
6

45
12
8
2

39
135

6

42 18 13 11 14 1 ---------.------ 1
2 1............................................-------

10 7 2 4 4 2 1 1 --------
I -------- 3 1 ----------------------------------------
2 1 1 ................................................

88 56
--. 1 -..

94 48
12 9
3 4

25 8
9 6
5 3

29 13
6 4

3 2
3 1

17 8
2 37
1 3

38
24
5

71
2

13
2
2
1
4

39

20

15
1

25 5 1 --------

43 10 3 --------
2 1 ........................

6 3 1 ------- --- ---------- -- --
......................................

4 9 3 1 1

1-------------------------------------
3 7 3 ------------------------

25 47 9 2 1 3

33 12 9 5 1 --------- 3 2 1 ----------------
2 1 7 7 3 1 1 2 --------------------------------
19 8 3 3 2 1 2 --------------------------------
77 31 22 10 5 4 5 ...................... .........

Wyoming ------------------------- 1 1 ------------------------------------------------------------------------
Puerto Rico ---------------------- 5 2 1 1 1------- I ......... .............................
Travelers-Railroad ---------------- 8 5 1 2 -------------------------.-----------------------------

Totals for Vermont Included in totals shown for New Hampshire.

State

All
physi-eianls

7



TABLE 4.-Number of group practices reimbursed $25,000 or more under medicare during calendar year 1968 by State
and amount reimbursed'

Number of nhvslclans by amount reimbursed (In thousands)
All

physi.
State clans 25 to 291.9 30 to 31.9 35 to 39.0 40 to 44.9 45 to 49.0 50 to 74.9 75 to 99.9

100 to
124.9

125 to 150 to 200 and
149.9 199.9 over

All States ---------- 905 203 145 91 56 58 152 69 27 23 25 56

Alabama ----------------- 10 1 1 2 1 ---------------- I -------- 3 -------- I
A la s k a -----------------------------------------------------------------------------------------. -. -------------------. . . .
Arizona ------------------ 11 5 5 ---------------- I -----------------------------------------------1
Arkansas ----------------- 29 5 5 2 3 3 5 3 2 ---------------- 1
California ---------------- 156 30 27 14 10 6 25 17 3 3 9 12

Colorado ----------------- 3 1 --------------------------------------- 1 -------- 1 -----------------
Connecticut -------------- 7 2 2 ------------------------ 1 ---------------- 2 ----------------
Delaware ---------------- 1 ---------------------------------------- I ----.---------------------------------1
District of Columbia ------ 17 4 3 2 1 2 2 1 ------------------------ 2
F lo rid a ----------------------------------------------------------------------------------------------- -------------------

G eo rg ia ------------------------------------------------------------------------------------------------------------------
H aw aii ------------------ 2 1 1 ------------------------------------------------------------------------
Idaho -------------------- 8 3 ------- 2 ---------------- - 2 1 --------------------------------
Illinois ------------------- 17 1 1 ------------------------ 5 4 -------- 2 -------- 4
Indiana ------------------ 43 16 6 6 2 3 5 1 1 2 1

Iowa ....................
K ansas ------------------
Kentucky ----------------
Louisiana ----------------
M aine -------------------

M aryland ----------------
Massachusetts ------------
Michigan ................
M innesota ---------------
Mississippi ...............

15 3
34 4
3 1

12 4
1 --------

4
37
6

68
6

2
8
1

19
1

1 2 ---------------- 6 ------ - I ---------------- - 2
6 3 3 3 7 1 3 -------- 1 3

.---------------- --1 - --...........................................
3 ------------------ 1 1 ----- 1 .---------------- - 2

-----------------------------------------------------------------

1 1---------------------------------------------------------
9 4 1 4 6 1 -------- 2 2
1 1 2 --------------- I ----------------1

11 4 4 5 9 5 3 1 2 5
1 1 -----------------. 2 ..-- - - --1 -------------------



TABLE, 4.--Number q group practices reimbursed $25,000 or more under medicare daring calendar year 1968 by State
and amount reimbursed '-Continued

Number of physicians by amount reimbursed (in thousands)
All-

physi- (10 to 125 to 150 to 200 and
State ciaiis 2'5 to 29.9 30 to 34.9 35 to 39.9 40 to 44.9 45 to 49.9 50 to 74.9 75 to ,99,9 14.9 149,9 199.9 over

Missouri ---- ------------- 18 1 4 6 1 I 4 1 ................................
Montana ------------..........---------------------------------------.--------------------------------------------------
Nebraska ---- ------------ 14 2 1 -------- 1 1 3 2 3 -------- I ........
Nevada ------------------ 2 2 -----------------------.-------------------------------------------------------
New Hampshire - --------- 9 2 1 3 1 ------------------------------------- -----1 1

New Jersey --------------- 3 2 ---------------- 1 1 2 ------------------------ 2 ........
New Mexico -------------- 3 ---------------- I ---------------- - I ------------------------------- 1
New York --------------- 18 4 6 2 2 3 1 --------------------------------
North Carolina -----------------------------------------------------------------------------------------------------------
North Dakota ------------------------------------------------------------------------------------------------------------

Ohio --------------------- 46 16 5 4 5 3 6 5 1 1 ----------------
Oklahoma ---------------- 9 3 1 1 -------- 2 I ---------------- --1
Oregon ------------------ 23 8 5 3 1 2 1 3 --------------------------------
Pennsylvania ------------- 35 7 6 7 4 3 5 4--------I ---. .1 I
R hode Island ------------- 6 4 -------------------------------- I I --------------------------------

South Carolina ------------- 1 ----------------------------------------1
South Dakota ---------------------------------------------------------------------------------------------------
Tennessee ---------------- 22 4 2 3 2 2 5 2 ---------------- 1 1
Texas -------------------- 88 9 9 6 8 5 22 9 5 2 3 10
Utah -------------------- 9 1 1 --------- 2 1 3 ---------------- I ----------------

Vermont 2 -------------------------- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Virginia ------------------ 17 4 3 1 1 1 2 2 -------- 2 1 ........
Washington -------------- 35 11 6 2 1 2 9 1 1 ---------------- 2
West Virginia ------------- 5 1 -------------------------------- 2 1 --------- I --------------
Wisconsin ---------------- 25 4 6 5 1 1 2 3 ----------------- 1 2

Wyoming ----------------.- 1 I -------------1---------------------------------------------------------
Puerto Rico -------------------. . ..--------------------------------------------------------------------------------------
Miscellaneous ------------- 21 6 2 3 2 2 2 -------- -------- 3

1 Represents number of clinics and group practices so Identified in Social Security I Included h:1 New H[ampshire.
records. Number of individual physicians represented is not known.
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The services provided, their frequency, and the amounts billed
yielded this physiciaii--a general practitioner--almlost $118,000
m 1968 for taking care of 300 medicare pa ients.

Based upon partial analysis of the total data return ed, (lhe staff
believes that, the majority of physicians for whom information was
requested with respect to medicare or medicaid as presently structured,
have dealt, fairly with these Federal programs andl with the Federal
Government. However, hundreds of the p)aymenlts profiles indicate that
the physiciaints involved may be abusing the progranIs. For example,
we found manmy general practitioners each paid $1.5,000, $20,000 or
more for laboratory services. We found payments being na1de for in-
ordinate members of injections. In many cases we found what appears
to be over-visiting and gang-visiting of hospital and nursing home
patients.

SECTION B.-MEDICARE REIMBURSEMENT AND PATIENT
PROFILE

Number
Allowed of
chlarges plt vI)tsT)' pe of service

of•ervle&'$

PHYSICIAN IDENTIFICATION:
NO. 002504

1. Total ----------------------------------- 117,824.50 300 14,338
Less deductible and coinsurance ------------ 33, 978. 14 ................

Amount reimbursed ---------------- 83, 846. 36 ................

2. Visits:
A . O ffice visits ----------------------
B. H om e visits ----------------------

Nursing home visits ---------------
C. 1op,4ital visits ------------.-------
1). E C F visits -----------------------
E. Outpatient clinic visits__

3. Surgery:
A . Surgical .............. ...........
B. Assistant surgery -----------------

4. Laboratory tests .........................
5. Diagnostic X-ray ------------------------
6. Therapeutic X-ray -----------------.-.---
7. Physiotherapy ---------------------------
8. Injectable drugs:

A. Injection only --------------------
B. Office visit with Injection ..........
C. Home visit with injection ..---------

9. Psychiatric counselling -------------------
10. All other:

A. Consultations_.
B . All other -------------------------

8, 167. 00
1,620. 00

83, 020. 00
8, 509. 00

.00
•00

679. 00
505.00

10, 461.00
714.50

•00
00

3, 731. 00
188.00

10. 10O
.00

15. 00
205. 00

208 1,355
29 154

104 8,332
69 1,378

19 21
9 9

208 2,136
69 76

158 840
7 19
1 1

1 1
12 16
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Regular Reporting of Profile Information Basic to Proper
Administration

In sum, it appears absolutely necessary that each carrier under
medicare andl each State's medicaid administrator be required to
regularly compile and evaluate basic payments profile information
with respect to each health care Ypractitioner. rhe questionnaire de-
veloped by the staff undoubtedly can be modified and improved
into a1 more effective screening device. Nonetheless, the kinds of data
requested in the staff's rather elementary questionnaire are those which
tend to indicate patterns of overtitilization and overcharging.

Shortcomings exist with respect to the present calcity of the
Government and its agent-carriers to undertake copl ete an(li pro-
fessional evaluation and followup on their own of the specific 01ata
gathered on thousands of health care practitioners who were paid
large sums under medicare and medicaid. It might be appropriate,
therefore, to consult with and enlist the stpj)lort of all professional
organizations concerned which might be helpful in evaluation and fo'l-
low--lu) programs. However, I)rocedures which involve peer review hy
professional associations should( not be undertaken without, precise
sj)elling otit and assurances that such review will be comp rehensive
and effective-not pa•jer and token. In this connection, John Veneman,
Under Secretary of HEW, indicated to the committee in his testi-
mony, the type of pitfall to i)e avoided when he noted that: "... too
often l)eer review becomes peer justification."

The staff would also suggest that each State be routinely an(d regu-
larly provided medicare payments Irofile data with respect to I)hy-
sicians pIracticing in that State. Such information would enhance the
State's utilization and cost control capacity in its medicaid program
inasmuch as many phlysicians serving medicare beneficiaries also
care for inedicaid recipients.



CHAPTER EIGHT

INCENTIVE REIMBURSEMENT METHODS FOR HOSPI-
TALS, EXTENDED CARE FACILITIES AND PIHYSI-

CIANS UNDER MEDICARE

With i a view toward spulrring incrl',sed elhcieiicy and economy in
the medicare aniid medicaid programs, tit staff is working to perfect,
afn incentivitye retilhibii'seineit system. W\e believe that. er'ectivt ill-
v'vitivt 5 t) imlprovel l)tifl'malw' will result if ltter-tlii-averagi
performance is lewill-,ed with i a lloiey paylilent-- the, better the-
cost tonttrol tie larger the papymnont. Tl'hi's prellis pIrallels (if it is

to t lbe' "Iitle a.) that m l trl 'ini tilie i' tit lti ti'v, ent t lPriNt' ,•yNstem -
ble plerfiirformance mid efiticiiocy of oprlatlol yield higher returns.

We benl it'vt als 1th iiat Itol te w rkai ie itill incentivye refinihim usme!nt i
SNSt emnit 1st ret'ognizi' thlit role of fi peh~lysicianI as tlie( key to ,onl-
tr lling iiiiijo tiportions oh helIth 'un' t.ost s. It is the pihlysi,'i•u•l who
dhttermiilis whether 11 ia'tit is to be ho.sp)italize'dl orI placed iln li
e'xi ende•t care facilitv. It is tile diy-sieiami who dettrmin,,s tih litivit 's
length of Altly" ill l healtii ('are 'institution or a h•ospitili. i is tihe

lisicin*,i ll who border's t lie endless variety of costly services -such ats
X-ra s,labontatorv svervicve•, ald drgs --which art' provided to the
hiosliilt uiztd lnt ient.

'I lhe tIheonv oi whhi'li our work is progressing involves a tl caring
wit• tli phovide•,s of health canr' of a portion of tile savings to tli
nitedicare pnopgnii i growing ott of their ii'neralsed efficiency ail
greater control ovler utilization in the futir i 's coml)ar'd to thli first
3 years of operation of itIican,.

We aIlso believe thalt, to be effectiv,,, ati inceitive plan lmuist inclhdo
a tlisiicentiv'e to continued 1)0or p)erforman('('.

It, is our hlop that tmr recomiinInend(ationl for ati incenti('v eii tll e n so-
mtnlil system ican be submitted to the committee at ai early date
and that it, will stimulate the public discussion a•it considerations
whicl mui lnt trcede serious legislative action oni5 so important and
sensitive a matter.

(89)
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CHAPTER NINE

CERTIFICATION OF EXTENDED CARE FACILITIES

The Original Congressional Concept

With tihe inclusion of J)ostliosl)ital extended (-iare benefits under
medicare, tile Congress introduced a cw o nOlcep)t into tile hospital
insurance program; an alternintive, less cost ly institutional setting for
the provision of medical vare.'The Finance ('omnittee report in 1965
stated (pp. 30 -32):

"Care in am extended care facility will frequently represent the
next appropriate step) after the intensive care furnished in a
hospital and will inake innece-.sary what mighl otherwise pos-
sibly be tile conlitiniled occlupancy of a high-cost hospital bed
which is more ap)propriately used by acutely ill patients.

"* * * The hosp)ital-tmansfer r'eiCre( ent is inteled to s le. l
limit. the payment, of the extende -care benefits to persons for
whom such Inlfre 11)ay reasonably he presumed to be required in
connicttion with l cuininued treat ment following inpatient hu(sp~itili
care and makes ,ess likely unduly long hospital stays. * * *

"Extelided (cfire facilities would also) be required to,, atisfy a
nuniber of condlitions necessary for an institutiolnal setting in
which high quality convalescent and rehabilitation care can be
furnished. 'liehe include conditions relating to the provision of
around-the-clock mirsinir services with at least one registered
nurse enl)hfyed full tnie, the availability df a hliysiiaui to haldlle
emergenciesi, the maintenance of appropriate *medicii po)olicies
governing the facility's skilled niursing( care and related services,
methods and procedures for handling drugs, and utilization re-
view. Ill ad(ldition to the conditions specified in the bill, tlie Secre-
tary would be authiirized to prescribe such further requirements
to safeguard the health and safety of beneliciaries its he may fiid
ne(esslary."'

The concept is succinctly restated inl a recent Social Security Ad-
ministrati ,ur (lirective to illt erim,,daries (Bureau of Hlealth Insurance
Interinediary letter No. 370, April 1969, 1). 2):

"''onccpt of E.rtendcd Care.--The term 'extended' refers not to
provision of care over an extended )eriodi, but, to provisioli of
active treatment as all extension of inpatient hosJpitul care. The
overall guide is to l)rovi(le fll alternative to hospital care for
patients w ho still require general medical anamagement and skilled
nursing care on a continuing basis, but who (do not require the
constant availability of physician services orlinarily found only
in the hospital setting."

Initial Estimates of Number of Qualified Facilities
While no precise figure was calculated, it was assumed by the Social

Security Administration that about 2,000 institutions would be able to
(91)
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qualify as extended care facilities during the first year of tile Illedicare,
program. The original actiutrial estimate of tile cost, of j aistlhospital
extended (,lre betiefits included in the 1965 afitiniist ratioti lill assumed
that hospital insurance enrollees wot(ld spend 0.16 days Wfer be' eeficiary
in extended care facilities in 1967; that benefitss will -w Iprovided in
accordance with i a strict, interpretation of the l language il. thle bill";
that thie litiliziatioii rate would i1n(reale its additional facilities (lualified
as E( F's antili an tiltimate rate of 0.31 days per year per l)t'eficiary
Was reacJhed.

The insti rarce industry projected 11 1itilization rate more t0han
six times as great in 1967-1.01 day. per year per beneficiary. The
industry based this on a coliceplt of' sth,'spitial extenled care belle-
fits moie closely related to tile kind of skilled uirsing home -tiire
benefit that had beent provided 1111derC the Klerr-Mlills Jrlograni t lan to
tle type of benefits actillnlly enact ed. T'hle legi.;lat ive hlst ory makes
clear that tile ('ongress ldoptedi a strict defitnition of j• ýt-liospit al
extended care benefits-as reflected both in the language o" the com-
huittee reports I11(d also in tlie financing of tlie lii uslita! ilistirance
progritil, for winch c(ost estimates initially iacltdld only $25 liiillion
to $'50 million for extended (ario hii•t'fitlA.

Extended Care Facility Standards High-On Paper

The "conditions of part'iciljation'' (qualiiications Iieeded Ib an
instit ution to be certified for medicare) for extended car(t factiiti s
were tightly drafted with ireasoiably high quality standilrds, in
conformity with llhe law 11i1d congressional intei t. In the Social
Security Administtration's regIlalt ions, each 'i"condition of airticipla-
tion" had inlcllthdel staidards, 1111d exlanlatory factors to be 1used ill
evaltia ting whether the standards had been met. For example, the,
condition of participation for nursing ser%'ices requires a lumber of
Standards, three of whielh aro qtioted below (60 ('F It 405.1124).

"(e) Standard; 24-Hour Nutrsing Ser'vice-''liere is 24-liour nursing
service with a sufficient number of nursing personnel on (luty at all
times to meet the total needs of patients. nIhe factors explaining the
standard are as follows:

"(1) Nursing personnel include registered professional nurses,
licensed )ractical nures, aides, and orderlies.

"(2) '1 ie amount of nursing time available for patient care is
exclusive of nfonnursing duties.

"(3) Sufficient nursing time is available to assure that each
patient-

"(i) Receives treatments, medications, and diet as
prescribed;

"(i6) Receives l)rop)er care to prevent decubiti and is kept
comfortable, clean, and well groomed;

"(iii) Is protected from accident and injury by tlhe
adoi)tion of indicated safety measttres;

"(iv) Is treated with kindness and respect.
"(4) Licensed practical nurses, nurses' aides, an(l orderlies are

assigned duties consistent with their training and experience.
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"(g) Standardl; Ditetary Sultrvision--Nursing piersonel are aware
of t(ihe dietairy needs and food and fluid intake of jnatients. T'fle factors
exl)aliing the standard are as follows:

"(1) Nursing personnel observe that. patients are served (iets
a1s prescribed.

"(2) Patients needling help in eating are assisted Ipromjptly
up1)on reCeipt, of Ine'ils.

"(3) Adaptive self-h(,I) (l'e ices are provided to contribute to
tih patient's in(lipendenice ill eating.

"(4) Food and fluid intake of patients is observed and devia-
tions from niorital are reported to th1e charge nirse. Persistent
un1'esolved iprol)lems arv, reported to the pihysicianl.

"(h) Standard; N using ('are Pan- -There is a writtenn nursing care
plan, for each p)ttient based o(l the natut.re of illness, treatment roe-
scribed, long •ndl short-term goals and other pertinent information.
The factors exl)laining the standard are as follows:

"(1) The nursing (are 1 ilan is a personalized, daily plan for
iliividulal lEatients. It indicates what nursing care is ne•dled, how
it c-till best I)e ac('conplislied for each patient, how tile patient likes
things done, what niethods and app))roaches tire most stic('eesful,
aIl wlat modifications are necessary to insure best results.

"(2) Nursing care plans are tiva\aable for use l)y all nmrsing
personnel.

"(3) Nursing (-are )hnsti are reviewed and revised as needed.
"4 ) Relevant nursing information from the nursing c(ire

plan is included! with thtler nlledical information when patients
are transferred."

Wholesale Certification of Facilities
Despite the high standards for extended catre facilities, in the actual

proces(.('s of .ertifying facilities, nursing homes were not required to fully
ilt', the comnlitionts of )•artitipition. Rather. in apl)lying tlliese sttlYl-
ards, all that has beevi reuj ired is .substantial conpli•nce and progress
toward ftill complicate((. 'Til basic atpp)roach of the Social Security
Administration was to att(emojt to cr'tify as mnitiy IIIi'rsing homes as
possibh, as extended care facilities. In his Fi-;t 'Annuil Report on
,Mle(licare, the Secretary of Health, Education, and Welfare stated
(pp1. 34-35):

"State agencies mnailed applications to over 13,000 nursing
homes in mid-1966. They began immediately to make followup
contact to provide advice and assistance to facilities which
needed help in meeting the conditions of participation. By
December 1966, nearly 6,000 facilities had filed applications,
onsite surveys were being completed, anti the other steps in the
certification process were well underway.

* * * By January 1, 1967, when the extended care benefit
p)rovisions went into effect, approximately 2,800 facilities were in
substantial compliance with the conditions of participation.

* * * By July 31, 1967, as a result of the assistance provided
by the State agencies, an additional 1,400 facilities had been
approved for participation. This brought the total number of
particip)ating extended care facilities to 4,160."

The key phrase in the Secretary's report is "substantial compliance,"
and this phrase permitted many of the high standards to be disre-
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gardiedi more often than they were applied in the certification process.
Some facilities were certifie(d its in " slbst tlantiald compliance" which
colhld not, by aI reaVsOlnlable criteria, be consideredd Io be \without
significant (feficieiici(s. By July 1967, only 740 of the (extended care
facilities which )ad been certified fully' et the co(nditiions of ltarti('lj,-
tioti while 3,210 were considered to* be in) "sit bst tl ait ial coi)illilct'e
with tithe reguilations-- ihat is, they fell shor't of ineeting tie stiatid-
ards--i.i..iiy falling very far short'. Another 210 facilities its of that,
ciatle were umilable to even melet the requiremelit of having it qualified
charge-nurse for each tour of duty.
Few Facilities Have Moved From "Substantial" to Full Compliance

Although the goal of the Social Securit'y Adminiistration in 19661 had
been that institutions in "substantial comlp)liac'e" with lithe stanlldllrds'
would be expet'ted to progress to full compliance, tOe experience to
(late denionistrates that this expectation has not beell fitlfill.,I, antdl that
most E( 'Fs continue to fil! short of nI'eeting the st anla'rds of care
congress s intended wheni it etlacted tlthe niedicare )gl'aogtil. BIet',We(t
Jnly 1967 and July 1968, the maibem' of extended care facilities in full
cOmp)liace' increased from 7401 to 1 ,35t0. AboWt two-thirds of t he in-
crease represented facilities liovNing from '"slbl)stalntial" to fuill coin-

11iatice; the r('tillkining 200 were facilities certified for t li first tilnu.
l~et weet July 1968 111(d Jutlv 1969, the number of facilities in full
conipliance grew only slightly, from 1,350 to 1,374.

T ills only, about (Ute-eighthI of tihe 3,210 facilities not ill full ,ompli-
ance in ,huly 1967 were able to achieve full compnliatne wit hin the next 2
years. The vast majority remain ini thel "substantial cotljplialtce"
category.
Benefit costs s Soar

The 1967 cost of extended care benefits ill facilities fully meeting the
standards was about $50 million, the upper figure in the actuary's
initial estimate made in 1965 (lie estimated a first-year cost, of $25
million to $50 million, assunting a tight defitlitioi ot0 extendedd care
facility as in the law). But about, foiu' times that anmoulnt was also
spent in 1967 for benefits in facilities not ill full coainplialice with the
standards.
Certification Granted Facilities Failing To Meet Even Minimum Nursing

Care Standard
Apart from the facilities in full compliance and those in sulst n-

tial compliance a third category of certified extended care facilities
deservs special mention. hie. Social Security Act (see. 1861(j)) do-
fines an "extended care facility" as an instituttion (or a distinct part
of an institution) which-

"(2) has policies, which are developed with the advice of (and
with )rovision of review of such J)olicies from time to time b.,), a
group of professional personnel, including one or more p)hysicians
and one or more registered i)rofessiontal nurses, to govern the
skilled nursing care and related medical or other servIices it pro-
vides;

$ $
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"(6) provides 24-hour nursing service which is sufficient to
meet nursing needs in accordance with the policies developed
ais provided ill paragraph (2), and has at least one registered
professional nurse employed full time;"

The conditions of participation require that there be "'at least one
registered professional nurse or qualified licensed practictl nurse who
is a graduate of a State-alllroveC( school of practical nursing oil duty
at all times and in charge of the nursing activities during eath tour
of dluty." (20 (CFIR 405.1124(d)). It is difficult to understand how
any facility not meeting this minimtnum nursing care standard could
provide extended care benefits, defined in the regulations its intended
"for those persons who, though they no longer require the level of
intensive care ordinarily furnished in a general hospital, continue to
need for medical reasons a level of care entailing medically supervised
skilled nursing and related services on a continuing-basis inf anl insti-
tutional setting." (20 (FFR 405.1101 (d)(I)).

Despite the law and the standards, the Secretary of Health, Educa-
tion, and Welfare explaitled in his First Annual Report oil Mdedicare,
published in 1968 (pp. 34-35) that:

"T'flu shortage of nUrsing personnel posed problems for 1t1any institu-
tions. For that reason, the guidelines for certification permitted, in
some instances, temporary conditional certification of facilities which
were found to be deficient in meeting the requirement, that they have
at least one registered professional nurse or qualified licensed practical
nurse (a graduate of a State-approved school of practical nursing) on
duty at all times and in charge of nursing activities during each tour
of du1 ty. SSuch conditional certification of extended care facilities ex-
pired on April 1, 1968. Of the 250 facilities granted such conditional
certification, over 200 no"w meet the requirements for regular certifica-
tion; others have withdrawn as J)roviders or have had their I)articipa-
tion terminated."

During this conditional period, some $10 to $20 million was spent
on payments to extended care facilities not meeting the miniiimumi
nursing care stan(lards. It should be noted that, despite the Secretary's
statement quoted above, 10 facilities still were conditionally certified
in July 1968.

Tile numbers of facilities in each category are shown in the table
below:

July 1967 July 1968 July 1960

In full compliance with the standard,_. 740 1,350 1,374
In "substantial compliance" with the

standards ------------------------ 3, 210 3, 340 3, 402
Certified despite failure to obtain qual-

ified charge-nurses for each tour of
duty ----------------------------- 210 10 ------------

Total certified ----------------- 4,160 4,700 4, 776

The staff recommends that certification of facilities with defi-
ciencies-other than those of an insignificant and minor nature-be
prohibited.
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Certification Loophole Permits Maximum Medicare Reimbursement
The Social Security Act perinits an extended care facility to be

either an institution or a "distinct 'art" of an institution. This
was intended to permit designation of a wing or other portion of a
facility as an extended care facility, where either a hospital couhl
provide less intensive (and therefore less exl)ensive) medical care or a
nransing home had a distinct infirmary section with ia high level of care.
The most recent figures show 660 such "distinct parts" of hospitals
certified a1s extended care facilities.

But this provision of law has been used in another way. About
S00 nursing homes have had a )ortion of their institution certified
as an $.extended ciare facility." Tile vast majority of these "distinct
part" ECF's are not in full compliance with the standards. In his
Second Annual Report on ,ledi!-are, I)ublished in 1969, the Secretary
states (1). 64):

"The l)roliferation of distinctct part' extended care facilities
is a matter which has caused some concern. Complex reim-
burnement and other administrative problems are sometimes
involved where part of an institution is certified as tin extended
care facility while the remainder is left outside the medicare
program. 'T o remedy this, new rules on establishment, of 'distinct
parts' are being considered to allow for. partial certification of an
institution only where there is a genuine difference in levels of
care based on inedical needs of the patients, and not artificial
breakdowns established principally to secure reimlbursemnent
advantages."

To our knowledge no action has b)een taken to (late oil the remedy
reconminended by the Secretary, and nursing honies conitinl, to in-
crease or decrease the number 'of 'extended care" beds so as I.i maxi-
mize medicare reimbursement. At, present, there need be no pIysical
selparation of beds or ap)pirop)riate accounting separation of costs and
it is difficult. to determine which personnel work where. Surplus or
unoccupied beds tend to be alrbitrarily d(esignated as "extended (care'
beds with resultant excess aJ)l)ortionn .ent of costs to ifedicare.

Tihe staff suggests that administration of the "distinct l)art'' pro-
vision be modified to encompass only a physically and( clearly distinct
section of a practical size operated as a del)itrtment with a separate
nursing station. Further, clear accounting distinctions should be made
for the "'distinct part," and a reasonable vacant bed rate limitation
applied to whichever is less, the actual unoccul)ied bed rate in the
distinct part or the unoccul)ied bed ratio in the. non-medicare portion
of the facility.



CHAPTER TEN

MEDICAID SKILLED NURSING HOME-INTERMEDIATE
CARE FACILITY RELATIONSHIP

1937 Legislation Establishing Concept of "Intermediate Care
Facility"

In a major effort to control the ral)idlv-rising nursing home segment.
of Medicaid costs, tile ('omnittee on 'Finance approved in 1967 an
amendment, to Title XI of the Social Security Act which authorized
Federal matching for a new classification ot institutional care pro-
vided in "intermediate care facilities." The amendment, enactedI as a
provisions of P.!,. 90-248), was intended to provide lower-cost alterna-
tives to skilled nursing home (-are where "intermediate care" was
determined to he more ap)p)rop)riate to the needs of the assistance re-
cip)ient.

Federal matching payments are available for vendor payments to
intermediate -'aire facilities under the same formula as is; appllicable to
Medicaid payments. (Such payments for intermediate care may total
as mnuchli as 4.-4) million in fiscal vealr 1971.) T[he intent of this liberal
reimbursement procedure was to' remove the financial incentive to
States, which led them to cla.,sify recipients as in need of skilled nurs-
ing home (care when' in fact many recipients (lid not need that level of
care. As the ('ommittee Report on the 1967 Amendments described
the situation:

At the present time old-age assistance reeil)ients whose
primary neel is for (care in an institution other than a skilled
nursing hone are frequently classified as in need of "skilled
nursing home care" and placed in such institutions because of
at decided financial advantage to a State under present mnat('h-
ing formulas.

Title XIX (toes not provide Federal matching funds for
institutional care which provides more than room and board,
hIut less than skilled nursing home care--only for "skilled
mirsing home care." Blit, if a State classifies a nee(ly individ-

ual as in need of "skilled nursing home care" it can receive
unlimited Federal matching funds. If it classifies him as in
n('ed of other institutional care, the State receive ,s the stand-
ard old-age assistance cash matching, which is am-'dlable only
I!) to $75 a month on the average.

Thus, the Federal and State governments often may pay
ulpwards of $3,00 a month for skilled nursing home care for a
patient who could be adequately taken care of in another type
of institution for $150 or $200 'a month. The American Nurs-
ing Ihome Assoeiation and the Department of Health, Edu-
cation, and Welfare both advised the committee that as many
as 50 percent of the assistance recipients in skilled nursing
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homes are not, in fact, in need of skilled nursing home care.
Thus, tile comnmittee has adopted an aniehndient to provide
for vendor paynlents for needy peoj )Ie qualifying for OAA,
AB, APT]) who are or who should be in intermediate Care
homes * * * Intermediate care homes would be defined and
licensed Ib the States and would be those institutions which
provide s.rrices beyond ordinary room and board but below
the level of skilled ,eii,.iq homes.

Ihis amendment ouhil'result in it re(iuction in the costs of
Title XIX, by ciabling States to i..e lower co.wt fafi/ties more
appropriate to the ne.ed. of thousands of iieroon.v, thus aIoid-
biq the higher rhargqs for sklled uiursbmg homes when care of
that kind /, not needed .

The committee expects that the institutions covered by this
provisiom will be subject to periodir professional reie't, and
aU(dit afs to the care pro,'del ad / its appr.opiate/ness. for mdi-
ýl'dalu bi. sUlrh ;ntittWo,,s. The Secretary of I health, Educa-
tion, and Welfi,'ve is exlpeeted to assist Statesin developing
suitable review procedures to meet these objectives. (Emplpl-
sis s1)pplied.)

(learly, based upon the alboe statements, which form the essential
legislative history, Coigre-sional intent was that:

1. Intermeiliate care facilities be institutions providing lower
levels of camre than skilled nursing homes.

'. Recipients in intermediate care facilities would be those
whose lesser needs for care were such as not to require skilled
nursing home or hospital care.

3. By definition, intermediate care would cost substantially less
than skilled nursing home care.

4. There be two basic interdepende•u classifications:
(a) A general determination tit an institution is an inter-

mediate eare facility, and,
(b) A specific determination that the individual recipi-

ents' needs are such as to warrant and lpermit plhellient in
a facility providing less care than that available in a skilled
nursing home.

5. There be periodic professional evaluation and .audit of the
care in the facility in terms of its "appropriateness" to the needs
of the individual 'assistance recipient for whom payment is being
made.

The references t) "appropriateness" and "periodic professional re-
view and audit" indicate Con(,gresional expe(taltion that while overall
reductions in institutional costs were aInticipated. a lower cost faei ity
was not to he used where the level of ('are was below that required I)y1
the individual recipient. The reverse is also true, namely, that a
higher cost facility providing a level of cnre ahove that required by
thie individual recil)ient w%,s also inalplIrol)riate.

Intermediate care was not intended as a Iechanism for Iiiuliaing
residential or boarding home ('are. It was, according to the statute,
intended for those who"

because of their physical or mental condition (or both)
require living accommodations and care which, as a practical
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nmatter', ('1n Ibe Ilade availableh to tilen• Only/thrlough inlstitil-
(io1lll I'lleilitie,: 1lld 1/0 noot hIav e such alt ill .,.s, (lise'ae,,

injury. or lit'l' voulditioll :-I to I,'/If;re tMe (f/rqce of ,'Ire (/n1
/,',/i~v li w'lil a Illitill or .'kilihivd itt.sitig hioiitt as that
te'ill i4 etlipl l.ed ill title v XI N ) is designed to liouide."
( l'; illasit i s.t.lqlij~l.)

I lit eiillediate 'are %%:Mis to bI tl ilized only where ilo illt It rat ie t%' p
a-IIl si te of i'are %%azis a %ail Iltde whi (ul Ias iltore' sIIitable to thIle needs of
tile il•di'idulll rev'ii lit. llteiitrn li:let' '-,i're is ' llal ithle of lbeingll pro-
uiIh, l it U •atietv (,I' typesý of i'tiilit es providing difierelit levels of
eaie riagilig lrt;i iitr,, thall boarding Itoite to less, thai skilled
itutrsini hon it, iare Ilomleer, wIltile a scahe of difleiel't levels of' ,aN,v',lhld be elllIlo.\ed, tile individual recipient's nieeds; %%ere to ,o%'ernl ill
dtitertititiitg at wliJ'h oi)it li th1t it' lit' uu h il 1(1d hIt placed.

'li'll :,Issista ,Ie r4c'ilieit fo r huolli i literi'edi iate te W' S was itteitehd,
:t,,aii ill (lIe loniltext of t lile hegislatiue Itistory, is aII it d idlatl witise
Wil sial or I itli:tl limitatiot s a tre stltoh as to plre,'l"•ie tll j 4,'itv toive• .inldelwindhnnr-y %\'en witi] thle SUIpIorI of a1-a i alelit, on-()I'- i lst[ itIi i,,l

Services, stueht as Ioltle Iealtli carP. 11'he iertll ediate car'e ,r'eiielit is il
contirast to tile sklilled ittr.-i ig ihomt'e or htoslital ljatielit w'lose l)rinatry
need is for regular tu'tdival ailtt itirsing care.

Why the Congressional Aim Was Not Achieved

Several major diffieultie,, have vii merged ailtd are ent'rgit tg iit theachtmal iviplemellt..ioll of tile inft ernmediate v'care lplo\'isioll which• are
'ostly a %tiad it'olsist elt with It oll greSsiotlal ilttent.
Wholesade Reclassification of Facilities

l"i,, t. is the fatt hiat, ili genera, St1ates seeking l'etieral Iittatchilitg
f1`1dh fow i it ei'nterlediate care aplpear to li111%e ntiade lio suista itial elfort
to elle'tit * %,Iy de•ine anld W!asif l('Fs. For exampttt, two st ates, ()hio
ani regionnt, sot,..iht to define -il ICF simply ais aU Uy li(t'iStt -Se l nu rsing
l'hoit wltiltl eoild not or wotild not qtaliffy as a skilled ittirsiag liolinelinder. Ildiv'aid. Th'lis alplroaceh appears Illore to av.o'olillodate, sitlb-
standard itursintg lIoittes thlltI to t'nctlttrtIgP deeelolltet of reditced
levels of ,tart' appropriate to the needs of persons calpable of being
tra isferred from ski iIed nursing htoitleS. A n ottgrtowthI of thiis a p1lrtlalt
is t I e wIhioleh Iet' reelass fiat ioit Iy States of flaci olt lts wi ictl onle day
\\ere approved as skilled itiirsing ht iottes tniderl iit'l waitl and thte next
dlay ittirae tlolslY traitsforitted into iltteriltediate care facilities.
Wholesale Change in Status of Patients

,,..,,,l. the whoheae trallsfer ili stattis of facilities front itledi.aid
skillet nursing hones to intermediate care facilities was accompanied
by wholesale and indiscriminate transfer of patiems from one pro-
grain to the other. This appears completely incotisistent with the Con-
gressional intent that each skilled mursing home patient's needs be in-
dividlially and professionally evaluated to determine whether his needs
can be satisfactorily met in an intermediate care facility. Of necessity,
p rofessioital a~ppraisal of the individual patient must'be undertaken
oe/ore transfer to an intermediate care status. Blanket reclassifica-

I See. 1121 (b) of the Social Security Act, as amended.
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tion of patients to accoinodate sul)standard nursing homes is not al-
thorized uinler either the statute or legislative history. It is a sl1h)ter-
fuge whi('ll distorts what was ittenided to eniourage proper ldal(l'iliet
of tile i/IIl in a proper institutional setting.
Same States Attempt to Outflank Legal Prohibition to Gain Federal

Funds
7'hird, in ain effort to substitute Federal dollars for State dollars,

several States are seeking to classify as intermediate care facilities,
pulliely-owned institutions for the mentally-retarded. Payments for
care of the mentially-retarded in such mpblic institutions- is not, at pres-
elnt, eligible for l, federal matching Un•ner medicaid.

While the Congress may desire at some future date to afford Federal
matching funds for care of mnentally-retarded persons in public insti-
tutollas. S(eetionls (;(Ia) of Title I, 1006 of Title X, 1405 of Title XIV,
and 160. of Title XVI, of the Social Securitv Act coupled with Sec-
tion 121 (h) of tile Social Security Act, AmenileWits of 1965, clearly
appear to preclude Federal matel;hing under existing law. Titles I, X,
XI, and XVI prohibit payment for care ill a public institution, other
than a medical facility. Thus a State would have to classify an insti-
tution for tile mentally-retarded as a medical facility in order to except
it from the statutory 1)rohilbition. However, Section 121 (b) states:

"No payment may be made to any State under Title I,
IV, X, XIV, or XV\I of the Social SecIurity Act with respect
to aid or assistance in the form of medical or any other type
of remedial care for any period for which such State receives
payments under Title \.'IX of such Act, or for any period
after December 31, 1969."

Therefore if tile institution for the mentally retarded were called a
medical facility, no payments could be made excel)t to the extent they
were qualifie(' and made through Title XIX. The Del)artmlent of
Health, Education, and Welfare does not classify mental retardation
as a "mental disease" and the latter is the only form of mental condi-
tion coverable under the provisions of Title XIX.
Lower Level of Care Sometimes Costs More

Fourth, as hlas been noted. the statute and tile legislative history
leave no room foil question as to intermediate care coml)rising lower
levels of service than skilled ;wursing home care. Given those premises,
no logical basis exists for paying an intermediate care facility as much
or iimore than a skilled nur'siilg hlomlle ill tile same geographic area.

As will b)e noted on tile tables which follow, showing re active rates of
payments to skilled nursing holies and intermnediate care facilities, at
least three States of the few for which data were available, Massa-
chusetts, (lhio, and ll hoo(l Island, each pay substantial imunbers of
intermediate care facilities at rates as great or greater than that
allowed illany skilled nursing hoiIes under the me(licaid progr'alnms ill
those States.

The staif recommends that al)p)ropriate legislative, or administra-
tive action by tile Department of health, Education, and Welfare, be
taken to prevent payments to intermediate care facilities at the same
or higher rates than those made to skilled nursing homes in the same
area.
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REPORT ON RATES PAID FORi SKILLED NURSING HOME CARE AND
FOR INTERMEDIATE FACILITY CARE IN TilE SIX STATES IIAVlNG
API'IOVEJ) PLANS FOR 1 NTiERlMEIDIATEA• CA IcE FACILIrI" AS Or
SEPTEMBER 1969 2

1. District of Columbia: The D)istrict of Columbia has an appJroved
flan for Intermediate ('tire Facilities Ilt, as of Nluy 1969 no homes
tad been licensedI in that category.

2. Georgia:
Skilled Nuirsing Homes: Number of lloincs

$190 montlylv rate 1
$215 3mlonthly, rate ------.. .. .. .. '2
$240 monthlyr:te 145

Tot-l- - ------------------ 178
ftlterttlechiate ('tire Facilities: $190 flat monthly rate. 213. M•aine:

Skilled Nursing Homes: $300 flat monthly rate -... 111
Intermediate ('are Facilities: $260 flat monthly rate 35

4. NMassachusetts. (See attached tables).
5. Ohio. (See attached tables).
6. Rhode Island. (See attached tables).

2'tifornmatloti siuppdied by Medhial .Service.s Administration, D)epartment of Hlealth,
Eduentlon, and Welfare.
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Montidy rates paid to skilled n wrsing homes for care of title XIX patients,
by size ofl home---Massach usette

Number of bt ds

Monthly rate Total Under 30 30 to 59 60 to89 90to 119 120or more Unknown

Total -- -------- 254 37 80 56 21 54 --------

Under $200 200.. ........................................ ---------------
$200 to $209 -- -------- I --------------------------- I.-----1
$210 to $219 ....... 2 2 --------------------------
$220 to $229 .-----------------------------------------------------------
$230 to $239 ----------- 2 -------- 2 ------------------------.-
$240 to $249 ---------- 3 2 1 ----------------------------
$250 to $25!) ----------- 1 1 ----------------------------------
$260 to $269 ---------- 5 1 .... 2 1 1 --------
$270 to $279 ---------- 13 4 5 3 ------ I --------
$280 to $289 ---------- 12 2 6 2 ------ 2 --------
8 290 to $299 ---------- 18 4 5 2 7 ......
$300 to $309 ---------- 20 -------- 7 2 3 8-------
$310 to $319 ---------- 17 --------- 0 5 1 5 --------
$320 to $329 ----------- 1 1 2 3 3 2 --------
$330 to $339 ----------- 11 --------- 4 4 1 2 .-------
$340 to $349 ---------- 10 1 4 4 ------ I --------
$350 to $359 ---------- 13 3 2 3 3 2 --------
$360 to $369 ---------- 31 1 10 7 2 11 --------
$370 to $379 ----------- 3--------3 ......- 1 1 1-
$380 to $389 ---------- 5 1 2 1 1 ----------------
$390 to $399 ----------- 4 -------- 1 ------------ 3 -------
$400 to $409 ------------ 3.--------- 1 1 1
$410 to $419 ---------- 1 ...I ------.-----------------1
$420 to $429 ----------- 2 ---------------- 2 -------------------
$430 to $439 ---------- 3 1 1 1 ----------------------
$440 to $449 ---------- 3 -------------- 1 2 ----------------
$450 to $459 ------------ 2 -----------I I ------------------
$460 to $469 ---------- I I ---------------------------------1
$470 to $479 ------------------------------------------------------------
$480 to $489 ------------------------------------------------------------
$490 to $499 ----------- I --------- --1-------------------------
Unknown ------------- 56 12 24 10 4 6 --------
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Monthly rates paid to intermediate care facilities-Massachusetts

Monthly rate Total IC F's ICF ICF in SNI1

Total -----------------. 433 405 28

$210 to $224 ------------------ 17 10 1
$225 to $239 ------------------ 8 8 -------------
$240 to $254 ------------------ 23 22 1
$255 to $269 ------.------------ 52 51 1
$270 to $284 ------------------ 77 70 7
$285 to $299 ------------------ 73 64 9
$300 to $314 ------------------ 47 47 --------------
$315 to $329 ------------------ 41 40 1
$330 to $344 ------------------- 27 26 1
$345 to $359 ------------------ 20 18 2
$360 to $374 ------------------ 26 25 1
$375 to $389 --------------------- 5 5............
$390 to $404 ------------------ 4 2 2
$405 to $4 14 --------------------------- ------------------- --------------
$420 to $434 ----------------- I I --------------1
$435 to $449 ----------------------- 1 I ........
$450 to $464 ----------------- I I --------------1
$465 to $479 ------------------------1 1
$510 --------------------------------------- 1 1 .
Unknown --------------------- 8 7 1

Daily rates paid to skilled nursing homes, intermediate care facilities,
and extended care facilities-AMay 1969-Ohio

Combined facilities
Skilled Internie- Extended
nursing diate care care ICF in ICF in SNII In

Daily rate Total home facility facility SNIi ECF ECF

Total- ... 770 65 504 182 2 10 7

$7.40 ----------- 130 -------- 128 -------- 1 1 ........
$8.25---- ------- 458 65 376 1 9----- 7
$9 ------------- 182 ---------------- 182 ------------------------
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Monthly rates paid to skilled nursing homes by size of home-JRhode Island

Number of beds

Monthly rate Total Under 30 30 to 59 60 to 89 Uniknown

Total ---------- 56 18 16 3 19

$195 ----------------- I I -----------------------------1
$200 ------------------.--------....... . I --------------------1
$ 2 10 ----- -- -- -- ---- -- -- --- --- ------ -- --- --- ---- ------. ---- -- --- --- -- .. .
$220 ----------------- --- I I ---------------------------
$230 ----------------- I I -----------------------------1
$240 ----------------- 6 2 2 2 ----------
$250 ----------------- 2 1 1 ..................
$260 ----------------- 2 2 --------------------
$270 ----.---------------- 2 2 --------------------
$280 ----------------- 7 2 4 1 ----------
$290 ----------------- 4 3 1 --------------------
$300 ----------------- ----- 4 4 -------------------------
$310 ----------------- --- -- --------2 2 -------------------
$320 ----------------- --- I I ..................... .....
$340 ----------------- -- I -1 ------ I -------------------$ 3 5 0 -------------------------------------------------------------------
$360 ----------------- I I -----------------------------1
Unknown ------------- 19 ------------------------------ 19

Monthly rates paid to ittermediate care facilities, by sire of hwnne-
Rhode Islaid

Monthly rates

Number of beds

Total Under 30 30 to 59 60 or more

Total ------------ 129 114 10 5

Under $135- 3.............-- 3 2 1
$135 to $149 ------------ 17 17 ------------------------
$150 to $164 ------------ 9 9 -----------------------9
$165 to $179 --------------- 3II 71
$180 to $194 ------------ 16 14 1 1
$195 to $209 ------------ 12 10 1 1
$210 to $224 ............ 10 9 1 ------------
$225 to $239 ------------ 12 12 ------------------------
$240 to $254 ------------ 10 7 2 1
$255 to $269 ------------ 14 14 ------------------------
$270 to $299 ------------ 7 6 1 ------------
$300 to $314 ----------------- 5 4 1
$ 3 15 to $ 3 29 ------ -- -- ------ -- -- -- ------ ------------ -------- ---- ------ ---
$330 to $344 ------------ I I -----------------------1
$345 to $359 ------------ I I -----------------------1
$360 to $374 ------------------- I I ................

An



CHAPTER ELEVEN

INSTITUTIONAL UTILIZATION REVIEW MECHANISMS

Background: Legislative Recognition of Need To Prevent
Unnecessary Utilization

One of the important provisions which the Congress included in
the original medicare law us a control and safeguard on unnecessary
and excessive usage of institutional care was the requirement that eact
participating hospital and extended care facility have a utilization
review plan.

Under the law, the utilization review plan of the institution must
be applicable to services furnished to medicare patients and provide
for review, on a sample or other basis, of admis,-ions, duration of
stays, and the professional services furnished. The review is to include
consideration as to the medical necessity of the services and the
efficient use of health facilities and services. The utilization review
is undertaken by either (1) a group, including at, least two physicians,
organized within the institution or (2) a group includingg at least
tavo physicians) organized by a local medical society or other group
approved by the Secretary of Health, Education, and Welfare. The
stattile provides also that the utilization review group must be orga-
nizedi as in (2) above if the instituiion is small or for such other good
reasons its may he included in regulations. The utilization review group
slhoihll also review long-stay cases and inform those concerned (includ-
ing the atteimdiig physician) when it, determines that hospitalization
or extamded car'e is no longer medically necessary.

The minan(e Committee and the Ways and Means Committee
stressed in 1965 that these requirements, if effectively carried out,
would discourage improper and unnecessary utilization. The Finance
Committee Report (Rept. 404, pt. 1, 89th Ciong., p. 47) stated:

"The committee is particularly concerned that the utilization
and review function is carried out in a manner which protects the
patients while at the same time making certain that they remain
in the hosl)ital only so long as is necessary, and that every effort
be made to move them from the hospital to other facilities which
can provide less expensive, but equal, care to meet their current
medical needs."

Widespread Failure To Apply Utilization Review

The detailed information which the staff has collected and developed
indicates clearly that the utilization review requirements have, gener-
ally speaking, been of ai token nature and ineffective as a curb to un-
necessary use of institutional care and services. Utilization review in
medicare can be characterized as more form than substance. The pres-
ent situation has been aptly described by a State medical society in

(105)
35-719 0-70----8
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these words: "Where hospital beds are in short supply, utilization
review is fully effective. Where there is no pressure on the hospital
beds, utilization review is less intense and often token."

This widespread failure to effectively apply utilization review
results front several factors (each discussed in greater detail below):

(a) The regulations which have been issued on institutional
utilization review requirements are not in accordance with the
terms mind intent of the statute;

(b) Certification of hospitals and extended care facilities for
participationn in the program have been contfilued by the State

health agencies and the Department of Heal'.h, Education, and
Welfare, despite the fact that basic statutory requirements have
not been mnet by those institutions;

(c) Many intermediaries under the program have either ig-
nored or been negligent, in assuring that institutions have func-
tioning and effective utilization review mnechanisns;

(d) Tfie Social Security Administration has made little effort
to verify that contracting agents (State health agencies and
intermediaries) carried out the terms of their contracts on this
point.

Regulations Undermine Statutory Intent
There are passages in the regulations for which there seem to be

no support in the statute. For example, the statute provides that the
utilization review group shall be established outside the institution
in cases where, because of the small size of the institution 01 other
reasons included in regulations, it is impractical for the institution
to have an internal staff committee perform the utilization review
function. Clearly, this provisions was to avoid situations where a
hospital with only two or three (loctons on the staff would perform
its own utilization review. Contrary to the requirement of the statute,
however, the Department's regulations state lnerely that "in smaller
hospitals, all of these fun,-tions may be carried out by a committee
of the whole (medical staff) or a medical care appraisal committee."
It is not clear how a utilization review commit tee of an extended
care facility, coml)osed entirely of the two doctors who ahinitl patients
to the facility, and who may even own the institution, could effectively
review long-stay cases.

While the statute anticipated that the definition of a long-stay case
would be defined in regulations,' the regulations do not, do so. Under
the regulations, each hosl)ital and extended care facility decides on its
own what shall constitute a long-stay case.

Perhaps the one provision of the original regulations most incon-
sistent with the intent of lie law is that which stated that "at, least one
member (of the utilization review committee) does not have a direct
financial interest in the hosl)ital (or extended care facility)." Tl'his pro-
vision encouraged conflict-of-interest situations where all but one of
the physicians on a utilization review committee might gain financially
when beds are kept occupied and unnecessary services provided. Pre-
sumably, even a l)hysician without a direct interest could have an in-

I The statute reads as follows: "For such review, In each case of inpatient hospital
services or extended care services, furnished to such att Individual during a continuous
period of extended duration, as of such days of such period as may be specified in
regulations."
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direct financial interest. The great majority of replies by nledicare
illterllledliaries to an inquiry oni this point submitted to tieuit by the
stafi questioned tihe l)roprietv of this part, of thie regulation. As one
intermiediary mi t it, ill a typical response:

"hleidly, we do not feel that. amy members of a utilization re-
ilew coililmittee should have a financial interest in the facility.

It, is difficult, to be completely objective w%%hen making it decision
tlhatt may alfrect tile personal iocwketlook."'

'he litilizaltioil rie%(- regitlatio iis w.er generally described by oil(-
iltcrildialrv ais follows:

"'WhIle the regulations require that, the written utilization re-
view plan cover several points, they do not, establishl lllillimilm re-
quirements under each point.; these are left wholly to tile dis-
cretioll of tile inldividuial institutionn"

Certainly tiat, discretion w%'ould not, very likely be exercised con-
trary to all institution's self-interest.TI ite regIllations were revised effective ill 1970. T'he revision was
11(o d(ou1) t 11111le ill response to tile commit tee's pliblely, expressed
concern. Tie staff points out that even the revised regullatiolms still
provide opportunity for conlflict of interest to exist. No conflict of
interest at, all sh1ouhl be permitted.

The staff recommenids fiartler that tile regulations be substantially
revised to preclude any other coillliet-of-interest situations and that
1fEW be requested to suggest any stat itory revisiolls necessary to
achieve that objective.
Utilization Review Plans Largely Ignored by Institutions

The requirement for a utilization review mechanism is one of
se%'eral which a hospital or extended care facility must meet ill order
to ie eligible to pirticiplate ill the meticilre program. Each institution
must have a wvrit tell utilization review plan and copies of that, plant are
reluire(i o dit) lile maintained by tile State health t11Zencies (Nwilich perform
certification functions for tile program) and by the intermediaries. But,
whether tlie terms of the plan iare actually being carried out, is quite
another matter and that is tile test, the law requires to be met. I act ittil
fact, many State health agencies (and intermediaries) know that
utilization review plans are not being followed, but they take no action
to remove (ertification or to require that, tihe p1lan be properly imple-
lllented. Based o01 a sample of hospitals taken ill the middle of 1968,
the Social Security Administration found:

1. 10 percent of the hospitals not conducting a review of ex-
tended stay cases.

2. 47 percent of hoslpitals were not, reviewing any admission" (a
basic statutory requirement).

3. 42 percent, of hospitals did not, even maintain all abstract, of
tile medical record or other summary form which could provide a
basis for evaluating ittilization by diagnosis or other common
factor.

In one State, the health agency conducted a detailed program review
in November 1968. Their findings were that half of the hospitals aind
all of the extended care facilities failed to perform any sample reviews
of cases which were not in the long-stay category (a statutory
requirement,).
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Only recently did the Social Seeurity Administ rat ioll colldlitit a
nat iolniwle samnple stludy of ultilizaliml review % plans in extended care
facilities. 'rie results are not yet coitlpeto, bill, i)alicdatio leis are 11at
failure to comply with the sttiltulory uitilization review reqdilreitelints
will be found oil nIII even greaterr scale in E( l thFi's i tihe demonstrated
poor compliance ill hospitals.

The ltIlue delay by tiah Social S'ecn.rityv Adiniiiisritt ion ill ,eeki(, to
dleten ii ille tile exte ll of compll1iall li d a111 !livalit ll ,of tilh e v itil'

rHIOViSHMiS of the law illay very %el (. a iprnme facttor il tile mcllh-
ligihcr-thai1 alltnicpijted hltiliza tion )1 f vei-itorre-cst ly illstitlitiolilal

care anild services.
lie staff recommemis that tile Social Securit y AdililliitIt jliol Iti1d

State heal t l a,..encies illcretlse their educati••mal all! ell'ftwellil•it
efforlts to 1.isiPre th at it hospitals and extenlede( care I'a ilities lltu\ v t ierll I-
ill" al1d efl'etiiVe lltiliziLtt ii review Ilans. ('01jbiield will) i l ihlite (lii ig
of tle regillhtiolis related to ut ilizatioll riieto\ plaIts melt acItivitV
should help red le tile elsse-lhiaid and loNe(. lie costs of ihe ll'e ii(lul n,
volnsistel with I .,llgre.-.iotii l objective t e'tabli'hed i l i the ,irii., ill

Intermediary Failure to Enforce Institutional U1tilization Review Require-
ments

The statute places upon the interme(liary it, \\oil as the State
health a1tgeilcy responsibility for a,ýslinill tha Il 'artiilcalu.. I1l;lpitllS
and extended care filcilities effectiively perft tim Ililiza limt rievie\\.

Available dlta indicates that in 'many caves intvrmeltiaric il are
not performitig the functions, despite the fact hilt lthe Secretary
may not, under the law, make tgrileeleeilts w till il ileditiv
who is uiwillillir,,01, or table, to i-.sist providers of ,oi'vice, wit iii till-
zation review functions. In addition to the d(tila previoilsly shown
which indicates the extent of itm'ilcmiAiilce by hospit al, wit ile
utilization review reqiiremenleits, tile staif has learned of an ext reme
case where till interme(liary wits responsible for assliring perfeIftr,1i:1ce
of the utilization review function for till the extended c(tre facilities in
a State. A subsequent, survey showetl that, Samled revieý\ s t f aIdii.,sion
were not )einCl carried out, by tily E.( '.F. service(I by this in termeediary.
Intermediaries are obviously mot nerforliiil ii laiy instances it
function required by law.
Social Secur.'Iy Administration Failure To Enforce Institutional Utilization

Review Requirements
The administrative performance in the area of institutional utiliza-

tion review leaves much to be desired. Th'lle most import fillt, defic.iencies
can be groupe(I in three areas: (1) the illlCequjite regitlations which
have been issued (discissed earlier), (2) lack of amiiniirative (lirev-
tion and follow-through to assure that contracting agents -the Stlate
health agencies and the intermediaries- carry out tile terl, of the
statute and the regulations, and (3) failure to produce andt furnish
to the agents and the providers data useful in effective utilization
review.

With respect to the second point, it was not until 1968, 2 years
after the beginning of the program, that the Social Security Adminis-
tration began to collect data on the utilization review activities
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ofji' rovidel'4 of se'rv'itc•s. Nloretol'er, tile thitt i collectedd ilre till .N'stetliltit v,fi cil t.l i oi..f ,o tllld slIati.tiv' l il~l B.i.. ll t ,'1,-11 11111t (111111 indli-

•.%ti det(S -4iies reald n illt•,t lillt di ln'e wiillii t e stiltitlle 1w In h j,.q t i, ( e.g.
ill Ii1111 1 .V V es I t( ) 11i1lvh.4 I of ad(1i i (i ; %%erv ftaken'tI e'Xalminelid).
It mlas ltl until eall'y\ ill I969 t ilha t ' llecti(ll (11, o .411iiir1a (t1' 111 d t as
Itegmill Wifh i'jth et I t ' t ex itle(l cli f'l' tlilliities. T, lhte(e d1i1a, t c 'etl1er
with lre'e llluIt,4 c if s I'V V \'itýs 1t ia -1aitijtliig of 4 ,xt e ttledh (':il'' lttliliilh ,indicatlle that flhe illil.(e I1111jiwl'ty (d• extelnlded catre t'acilitie, lr 11', I~il ill

(Ollitlitll'e witith ilr !11i(more of the slut tititry pIl\vi 'tisll; i'ehliltlg to
uitilizillt ill re'ie%% .

(O)ne of thie liimst eflec t l'ti f•l 1 ill litiliz ili ll l'e\ ieV ill\' 'i , l't'16 -c ut 1 CrQ

of (iltitl iluit t he oplertl iitli (of oit(e li1ow liilal %% lich litt I lhetn Ge'olmlpaledl %%itih (iher. hwslil~l , rll , (w w th he aille h,,)sp~ii.111 (,\'I it

difle'eitl p)eriocd 41f limne. Ill the early (, ,,f lh' lrogllii, lithsm,-'ld ,eciuritv, Adlilhiil'li, .ltimili di-v. 11,, 11(rlie(I the itilormedin lllriv, fro'mli
(10llectimli 11.i;' dllil tilland filil-isi m, i tli i t) th1l e il~i tilllitii'• olll li I'efillilir

baisis for their i 0e. Itl tidicated 1t if wouild he tlevelu ijl-h -Sligll dililIt
()li 1 eil ileiihd 11lid ( llill~ip'elieiisi\-e hIl'i-• anld %%milhd -vild illi (, 1 all

dirhotly It, lic itl si t nd extelndedlt •a'i't' I're acilitie-. I'lfit l'c llialelV,
the Social Security Adminittriatii iold hiot li\t ilI) ito ik tOl'1iilieS.
After more thitin :i years of experieclie titdtl'r tlhe pt"ri'atllo let So•ili!
Seviliti'V Adminhistiattion i ijll'it 11n , ctii iipti i anlirlne sld"'' oif
itliti c ill O seri'oitf S 'er i Iic ;11 ' 1 Yl(cI- H it'. T ie t' ite v ias lilt tli'te it iti s i t( ki' ll
1ili•tid ()\\ i Oln l'r itSi ilitet'tit'clities to iaher, tattitk'ze, .tlild di-stiiilitte
dtitil a isefil to) utilizatlioni review t liiillittees.

Possible hingeses in Institutional Review Statutory Provisions

In additio•tin ) it l ] atltiiinhisi'in n atiotl thlie pi'v-clilt ilti'iltioiill
utiliza tionli iglit 1" c't.( ch,.'i.l(llii i tlcitll ii ' If',iý' i.iii ) '' m. Iinii str'ative
n'ht . lit,71i lie whic.ibleh etihl fillnghter inipln' t\e thei rtIvhI 'v

I~(l'Wf,. lllfl f 'ln'(I'•. ""lh, "i"il"' hjir i( •li/lu 1i by ! liy~h i('tI8 d''5).~l(1. II'/t~rsfaii, l harctj• #.th( phY-%0'tD~.;','¢tPON I , Obs:,W, 0 1 161.t aholl•+l ,,;.
(Ifithlllllt~tilc ./m.r aI pl-101rt h'.hsri..ljtal!.filh'd byl phy!!,t'(1118 6,Sociatid;# •

with alnlthr hospital:
Ole ofliciil lof i'st litte inediil'tl stcieily st hi l ed hat txclitiging i htloctors

itinong hospitalils for t his ltillrl)t)Cse would "(ltike -omlle of tile p)ersontll
bilas oit of review." It Itight bie at'rgelI, hit(me er, thullt l)Iiy'siciluiis
froni olie hiospitil t'tlilI hiadly lie expected !to tbe familiar wi Iilh lhe
interniail opera'lititinis of 1i hosllitill with \\lli(hIl they have oll )lhllelr
iasstocjiattion. hleu"y oolhl i not, therefotre, lhe eXptettedl ito ,oiitrilbte
virect.iv ,l' tot liitk iilig i pni)ri'enelillc t iii prt( lill-s. Otn ii of lic'r hlin dl,
Such tIpliv-i(,1sicili a nighilt ve'r" well ltlingl l teXIt'i'il-,icl 1ilid ide'a s f'ro' a I hoi i ',e
other lihsjtitials useful t(I tihe hIosItitill for which they prfi'irni litilii-
tioni review fiinctitlis. Soniethiing i)rodu(cltivie miiglit Ifiwer frolnm this
''t'r(iss-lictlinialion." 'Altlerniatively, rather tiltlil aving lie lIihsi('iittiS
pirtfieipitte in till of the utilization review functions, the physic'iliils
from tclie hospital l c'tili be i..iglied to revie\ otily the hltng-stlay caSes
o~f another hositai~lll.



110

2. Require that iliwation rerh'w plai~q fir ,.rtmnded care, failite i be
orgfam(,.ld )Ut.6i',( thu insfitth'on, t1l;her lui'hmglh a h,,sp)ill a(i/l'lo-

lion, I&l local ical society tit the Iocal hwath Il h(parmulfts:
M lost extended cure facilities are reluativelv small pro)rietary or-

gaiiizatilos. Nllliy dho not have all organized medical staff tlromigh
which a utilization review committee can be organizetl. Perhaps tile
b(e.t ndi Iliost appro)priate ,Mllrce,; tof iltilization review 'ommzititees
for moa(st extendled care facilities woliti he the Iiospiitals withIi which
Iliv ha%-ve 1'grevienillt ftll, trill t'4er I(f patient s, 1t 1,,ei %% . .1 Ih w tl Imiit I
soCietles., lhe Staff suggests consilertati-n df a lrovMon that extemled
cutre facilities (and sin1till proIrietar' hospitals) be required, wherever
fea,;ible, to e"'tablish their utilization review ineluttisns thtrolighl
hos11itail, wi ,hi \%lich they have tratnifer agreetuenit, (or mnilher
htoslfital) or I1vdive l ( cI vtit..i . If si thtd a rrunge:ntient.i 11te lmt felluibl.,
the rt'tiretlivi t'i clidthl be net through arranget'lenlt.s with the IocIhlealthl dvIllrtilvilt S.erv'ing, the 11n'va. (Of courm..,, it woutld be, expled,•
that facilitit,., h1itivit, si•t1 )s:1 tllt ill cit loll t Iwnrie •ipI would li n t be
atithorizet to) milerttke rtv\ivw ftor each other.
3. By api'oplriat• l(drat and Sa.te ligii,•'aioln ci'erllnt h(1lth ran i(a'-titio r.,;r * ft, 1/ Ilat licbhibtd .for ,t~cisio..s math 111.0,11(tl rI'tp irtd

•lititi-atll.•n rio w and Il,•dical a,.t;t activ1ity:
hIttsrvr.., pIN-~sivialls, and others ha\ve indicated to the( s.tillf the rl'(lict-

talie o)f ipllv.&,ilm~s to• r•,-t1her critical dvci..ion• %\il)-th -qw.1 to patient
care 1r)1 vided l)y another piratitioner becltlse of tile piwihility tof
belt ng Stiel. It ik 1 indet.,t to.1 that ordinary niallractice ini-,trante tloes
nto pim,-ule prI ttctitli az,ill.t cl .i i s. ,Se .vetll Statle. i, (%%'\ i'r,
lhi ave etllctedi ,ailtet it Itepiilg i ,iy-,iciais again it sult urisitig frollit utili,,.tion re\1i\\ dle(i.-,ion.

I mtpleient al ion of the s-t aIf sigge.,t joll might a.:isl ill more object iyeand vi•gorou)is utilize to " , iew 141111 Medical alldit activ\'itV.

.4. ilt quin in terny liaril*s ta ,,101 a)ndd plyl) local, r, (i,,nal, an/ d pJos-
t , ibll nats .onal lit i I t of ' ti f pli:atI 1b l tt ig a of ittrabit ;' , thet In ,risi ,fll fthishtsiihnl~lm,!s sIIIS:

A t'ejlhretr ,hf intripv liari-, t ao 1 , (v11(,l',d ti lI ih'lin'ating, normnasl
M, a Stor jul Se t I•hdfit y lo l k rtionib srli , o al tidet' ,,,,t' fIr h .leitrefo
and i xtier llt e iifo, \thiiv ,ariatioi-, from the do limrt1i- t ari imtl ilfl,-

uti 1',llf ti, li and , , .io Jt i ltr io lh, tif ( l.\- do1 it.m.ide ribet i l gu•etIv. •; .Io ,it01•.i,1n111,V lemw tl off .,t11Y andl orange O)f ...en ict N. h~li,'h \\ill v .'lv
OI)I(, rIIedur( with respect to it patient with a givell medical di;1gn•0,;i"..

Tile .Smn till Sec.ll-itv -dllnini,.t ration should •mhdtake to .,w(cii'e from
illterned'{iarie, illform'ali•.l 4-01111,end1ý tlhe dhe\ehoplmeill andl apl)i.ll-
tiloll of " •tiliz. il im criteria (of the n11111re d ,(It.; rilbed nlbm)\e, Front that
illfornmntion, -,t11n(l1rdI ilm -edure, should( Ihe d \'e,,i)ed aind their ii,nge
lbv all interniediaities lit(de liinid(itorl'y.

IData ()on nlorllal lengths ot stay and service requirements ill a givell
area Ahoild a beo be made available tIo the instititiotti! review p'rsolillIl
ill elicih hospital and extelided care facility to assist, their efforts.

(Consideration nuighit also be given to requiring, where feasible, and
on till ('XJ)t'dited ttand infortnal basis, recertification hN the flhy.tiCialil
and possibly l)rior al)proval I)y the intermediary, of lehgt h.s of stay and
services representing substantial departures from norms.
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The above procedures might be particularly helpful in resolving the
scriouls problems whichl lihae developed concerning determinations
of ''level of carer'" of h•eiefic'it ries traisferred from hospe)itails to extended(l
(.tire facilities. Inttermiedliaries tire, to be commiend~edl for their review
activities designed to ai.sure that. extended c'ite payments are m1alde
only whi(ere the beneficiatrv requires that level of care-as opposed to
priitillrily custodial, nursilur home or Akilled mirsing home (-are.
Ilo%%ever', not infrequently the betleficiary is transferred to the ex-

telided care facility on the' asis of a )lhysitciai's recommendation with
licertainty on thle iarl of tlhe facilityv l11;d tile )etefwiciary as to whet her

inedicare will pay for the i nre pJrovi(led. It is difficult, ini the absence of
al ropriate medical data prjwided by both htosp)ital 111td physician
beforehand, for the extended (-tire. facility to niake it reasonable de-
termination that the patient it is adlliittin will be covered linder
inedica re. Possibly relating aim tomma tic eligibi'lvt for iot more thant it
specified nmittl her of extended (aire days to prillileal medical diagnoses
of hospitalized beneficiaries might helilp ill this (difficult area of deter-
tuitiattiolt. Particularly, where a patient is discharged front a I• spitial
in less thai tite miormal lengthl of hospital ;tay for one with his
diagnosis, automatic eligibility for a specitied iluttlber of extended
(,tire facility days might he helpful iii encoura ging early discharge
from hospiials to less costly facilities. 'l'hi.; would: not preclude subse-
(pient determinaition that extend~led care was not required; however
that (tire would be covered for tlie specified mttber of days or tin til
ite determination, whichever (atite first. Alternatively,' wherever

feasible, tite transferring hospital might he required to sitbmiit to the
extended carte facility and intermediary, prior to transfer of the pa-
tietit, suflicietit (aittai'l Jll which at reasonable detertmitation of need
for extended (aire migltt be made.
5. Ilomemakcr benefit as allernatire to in.)tittional care:

lstlit utional ultilization review, ideally, relates the patient's need
for continued institutional (-ire in the context of available tilt ernative
services. Mlany physicians and a number of health intsurers have
pointedd out the pressure for continued hospitalization of a patient
or several days more thati medically necessary because of the lack

of someone to assist tte patient al home it Ith food prel)traitioll,
routintt cleaning, etc., duriti the first week or two following discharge
frotu the tspitad. Iuritg t1at ~period, tile patient gradually recovers
capacity for intlepemlente living and ability to meetl his rout ine living
needs. ili the absence of assistance ait home during that reculperatiave
period, )lhysivians tire understand ably reltictant to discharge patients

( l)an t ients tire reluctant to go home. The present t alternait ive to
colit llied hospitalization is to discharge the Iptient to an extended
care facilitv or skilled nursing home, which, while less c(ostly thant
hospital (,ire, is still quite expensive and often encompasses more (care
thrall those patients weed.

The staff recommen(is that. consideration be given to authorization
of homemaker services to a ttedictare beneficiary where his i)hysicitin
certifies tati ill tile absence of such services coiitiiited institrit iotnalizat-
tion of the patient would be required. While the benefit would be
charged against the hoiie health coverage in medicare, a homemaker
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agency, distinct from the J)resent "home health agency" employed
in Title 18, might be an adequate and less costly alternative to use
of a "home health agency."

To avoid abuse and to gain appropriate experience with it home-
maker benefit, provision of this coverage might l)e made available
initially on a demonstration project l)asis. Trlat woulh elable com-
)arative experience to be measured and costs assessed. Further, at the

begiinning, ind perhaps permateil y, such coverage should be limited
to the number of days specified by the physician not, to exceed it period
of 2 weeks.



CHAPTER TWELVE

MEDICARE FI~kCAL INTERMEDIARIES

How They Are Chosen and What They Do

ITnder the hospital insurance part of medicare groups or associa-
tions of providers of services--hospitals, extended care facilities and
home health agencies--can nominate an organization to act as "fiscal
intermediaryi'between the provider-s imid the Government.. An iiindivid-
ual member of an association or g.roul) of providers which has nomi-
nate(l ol(, organization as interinediary may select some other organi-
zation as its inter"mediary if it is satistactory to that organization and
to the I)eparttment of 1l-alth, Education. and Welfare. Alternatively,
each provider can ele't to deal directly with the Government.

lho D)epartment of Health, Education. and Welfare may not enter
into an agreement with any fiscal intermediary unless it findis (1) that
it is consistent with effectivee and efficient adhiniistration." and (2)
that the, nominated organization is able and willing to assist providers
in the application of safeguards against unnecessary utilization of
services. There are provisions in the statute for termination of the
contract with an intermned iary either at tile initiative of tile inter-
mediary, or of tile Secretary" if the i ntermediary is not carrying out,
the agreement irOl)perlv. In'tile latter case there is opportunity for a
hearing.

fo.4, Ion-1profit comnumnity hospitals as well as some other types of
hospitals, (a total of 6876 out of 7906 hospitals) nominated tile Blue
Cross Association as intermediary thi rough their mlemllership ill the
American Ilospital Association. "Additionally, somewhat more than
half of the extemided care facilities also selected Blue ('ross as their
fiscal inmterimIediary. The balance of the extended care facilities selected
various commercial insurance companies as fiscal interml(ediaries. In
addition, certaill facilities, pJrimarily government hospitals have
elected to deal directly within he (Gov-ernmnent..

The 13 I)rincipal internlediaries are paid for the costs of carrying
out the functions which thley perform on behialf of the Government.
Those functions, as set, forth in tile statute, may be summarized as
follows:

(1) provide consultative services to providers to help them
establish necessary fiscal records and qualify for tile program.

(2) .erve as a channel of communlications between the Secre-
tary and the l)roviders,

(3) make audits of providers' records, and
(4) perform other necessary functions specified in the agree-

ment, between tile Secretary aid tile intermediary.
Tile following sections l)resent certain problems and issues related

to intermediaries which have come to the attention of the stal'f.
(113)
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Problems and Issues in Intermediary Designation

1. l'roomder Selection of Inlernvediai-y-As indicated, each l)roviider
of services may nontitltte the intermediary of its choice where the pros-
pective internmediary and the Secretary of I health, Education and Wel-
fare approve. Some intermediary orgamizations, in their replies to
stair questionnaires and in conferences with the staff, indicated that
problenis have arisen tncder this statutory procedure.

For example, one initerlneliary reported that it was soniewhlat hesi-
trait to require the hospitals for which it acts as interiefhliary to do a
more effective job of utilization review or to take other steps to con-
trol costs, fearing that. some of the providers would choose another
less Critical and more accoiinoda ing organization as intermediary.
Thus, the interlne(liary nomninatilig provision, originally itende(ld to
furnish ass-urance to hospitals that, they would bIe dealing with a
familiar organization under the new program, may lead to situations
which subvert( cost control aslpets of the progri'anm. While there have
not been widesl)read changes in interine(diarv assigvnents, the
mere threat of change ol)rates in a negative way to (ainlpen l positive
adininist ration.

Moreover, under this provision it is possible for intermediaries to
offer themselves to an institution with tle understanding, implicit or
exl)lieit, that in return for its nomination the intermedliary will give
preferential treatment to the institution. We have learned ot situation.s.
in Florida, Connecticut and in I'eninsyl vania where the intermendiary
itiso began underwriting the casualty and other insurance needs of
institutions. Thus, the relationship calt be profitable to both the inter-
inediar; (despite the fact that it receives no more than costs for its
nedtieate services) and the institution-to the possible detriment of

the program and probably to the beneficiaries as well.,
As another example of this type of situation the Massadhusetts Hos-

pital Assoc'iation is reportedly considering withdrawing its Iloiollll-
tion of the Massachusetts lfluta Cross Plan as intermnediarv. A general l
Accounting ()flice auditor stationed in that area suggested that the
primary reason for the possible change related to the activities of the
Blue (Cross auditors. le suggested that iperhalps the auditors were at
little too zealous to suit some lhospitals, in assuring that only properl"-
included costs were paid for. 'lhe Social Security Administration has
not yet approved the "musical chairs" approach of the .\la.,acliehsetts
hoslpitals involved, but clearlyv, tit- Blue ( ros.s auditors are in a peculiar
position when a good job on their part may lea(d to Blue Cross losing
the medicare business.

T'lie stall, concludes that the original purpose of the provision for
provider nomination of the fiscal intermediary has largely been se•'ved
and that with the maturation of ninlic:ure'consillerat iou shouldd be
given to modification to avoid the problems discussed above. This could
bie accompllished Iby authorizing the Secretary to designate inter-
mnediaries under part A as lie now selects carriers under part B.

IWhili. there would seem to he no incentive for an intermedlary to solicit new provi(der';
sinct, It rvcetlves to more than Its cost- of olierat'lol, theireT are certa in rilt, of oilt:i n 1iK
new hlnnime"s which night make an interinedlarv's o•mn operations more pmrofitabhe. For
xa.nplv, it a higher volimm of clai.ins tnw.n make wortlwhilt tie introduction of larger.

iiot' ot 1,3 anid mno.i' solpimistlh•aitid cu'•mlit r optra tion •, l th restilalnt savn'lmigh in LothIi
the medicare and non-niedhvarfe operatimms (if the Intermncdlary.
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2. ent,'abized Jntermedflr?/ Oieration.-Most non-profit community
hoslitals no01ninted tile llue ('ross Association as iltert'ildiar'vt!ll'maigh their nllemlwl',e'shilli the Ailerical Hlospital Ass, viatiol.-'•

lThe Blue ('ross Associationl il turn seeks to coordlinate the efforts of
lhe 1i1ma1y local Blue (C'ross plans who actuiallylv filotion as inter-

ined iaries. The Assoc.iation conlliiders the local lIue ( Cross pjlan, as its
sliloolit actors.

The sN'steni which the Blle (Cross Association estalblished anild is ex-
p)al1Iing as internlediarv has been ti'i! riized as all adldhitional. art ificial,
.o( st I v, d( 1 iciat iye, aIild Sonlet inles ulitiees'sa rw Ia ver of adiniiii Ait ioii.

Wilie it niiay eiiliati'e the lB('.A position ili rl':atioj to its 75 lohal
niel er )l1al1S, it also seems to 1hav\e impeded etl'ectivye and ellicient
operate ion of tihe hlospitall insurance I)lograili. Social Security regional
pIersonMen have advised the stall' that they are oftell lillitvd to onily the
most routine of ilquiries in deal lig with local lIlllu ('ross illans---thlt
everything else 1ust It l roiute(d iill'ough tile ('Ili(-iago Ieadquarter. of
the Blue ('ross A.ssocia t ion.

No local Blue ('ross pIlan has heell rejected by the Blue ('ross Asso-
.iltionl for nIedicare as Ibeing too si.Ill or illjflicjiiet. 'Fl'e adin in i,,t I'l-
tive ca'mlanitY anid per'formnalwe of the mubcoli'alvtors rallge widely vet
the Soc(ial Secu uitv AdniII.i,t rat ion ha:Is so fari, takeln (Ile good with ilhe
Ibadl under tlils "al or 01'none" priilli contract a-rallgelgiil't.

Thie Bureau of Ilealth Ilnsurance should. in any subl),equent voil-
tra•ils with ti l Blue (C'ro.s Assoviattioll. rset'rve alid'exerv'ise the right
to select as local intermediarPies On,/y those Blue ('ross llalis whiichi are
c:iapable of proper and eflicient performance. Social Secourity regional
ollices should also have authority vto (dtal llire'tl v with local illue ('ross
lhllls in medicare( matters without the lveessilt of roiniuiig all but the
Imlost nonlinal inquiries through tfl Chicago offices of the Blue ('rozs
Association.

Intermediary Performance Varies Widely

The stall' 'a2inlyzed detailed workload data for the first quarter of
19•;, I-in IIa ri,111,ig various leasul res of interiiiedtliar I perfor-iiaiice. These
dat(11 wre prov)rided by tile Social Sec,,uritv AdImiti.stratioii ill reSlonse,
to specific requests b%, the stall'. Those 'data revealed the following
in format ion:

1. Processing time for inpatient hospital bills (the average mitim-
her of' days between dalte forwarded for payi'iient amnd the date
al)proved "for Iamymlielt ) varied from a low of -2.5) tays to a high of
25.3 daYs. The average was 12.1 days.

2. rliem proportion of bills returned to intermediaries by Social
Securiity because of error varied from 1.1% to a higll of 31.8(; tile
average was 5.2%.

3. The proportion of bills pending with the interlinedialry for
310 days or more ranged from a low of zero to 21 high of 192.3%/0 ; the
average was 12.9%. Five intermediaries 1ha1d ratios of 50% or more.

4. There was, as might be expected, a marked tendency for an
intermediary to be elither above or below average on these measures
of performance rather than low on some and high on others. For

IThe American Hospital Association owns the rights to and licenses use of the Blue Cross
symbol.
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example, one intermediary had 415.2% of its claims pending over
30 days (naitonal average 12.91, ) ; average iproiessing time was
25.3 (days (national average 12.1 days) ; and proportions of bills
returned to that intermediary by' Social Securit v ,ecau'..,e of error
was 17.9% (national '-verage. 2.r2%). Similarly, when an inter-
ieediary was above average ill perfornaice on olne ilea:i-i ev it was

also likely to (1o better than average on other measures: for ^Xanl-
pie, one Intermediary had 9.2,.2% of its clahllls ilore than .10 days;
average lrovessiig tie was 7.2 days; and thle error rate was 2.0'.

From these facts it can be concluded that there is aii exttrenmely wide
%ariatioii in the levels of performlance of tlie initerniediaries.l The
performance of some appears so mmmich Ielow average that serious coil-
sideratioln ()f replacement by a letter l)erforliliig interlmediary Seellms
called for. This process would, of course, be facilitated if the inter.
inediary noiinating p~rocedlure were modified as thle -t a 1i suggests.

Conflict of Interest

'Plie stall discovered a situation where the official employed I y am
internme(iiary to hlea( Iup, its medicare operations, also servedI oi ti he
board of (lirectors for a ciain of nursing homes for whomii the insurance
COllpamiy might have acted as interimiedialrY. (Timtis official Ires hsil,.
restiged llis (ilre(-torshijl.) The stall (toes not know how widesprecd
this or similar practices may h e, nor what Specific effed s :mcii sitmi-
tiolis 111ay have on t he Irogrrainl. The possibilities, however, seemim char.

In ad(hition, tlie staff has found as'es where the i miterine(l iarv has
been lna(le the underwriter of an extended ,cart' facility's insurance
needs at tile' "aini time that it I)ecanl' interlmlediary for thact ii,+titlition.
Moreover, the staff was informed by one Blue (C:oss plan that in soime
ca('As 1111 intermediary organizat toll 1en(I1s funds' to hiih or add on beds.
becomling the mortggagor to t he inst itution it ,-erviv'.s vs interilmdiar\y.
Depreciation is re1'imbiursahh,( ind(ler Ine(ldicare on assets acquired witlh
borrowedl funds. Interest on tldebt is also a reinmburs.able item. Ob-
viously, tile intermediary who made the hImn to tie provider inl the
first inistant'e woull have 10'(ore than a casull intere.4 in seeing that tile
medicare reimbursement which it ap)lproved for that institution was
adequate to service the debt owed to it.

To date, the Social Security Administration has not taken the steps
necessary to determine l)preisely how extensive suc'h arrangements as
these may b~e, nor their possi)l6e effects on tie(' integrity of the athnlin-
ist rat ion of t le program.

A serious conflict of interest situation is also created where Blue
('ross plans, acting as subcontractors under thie l1pograml, have a
"carve-out," reinmbursenient arrangement with hosp itals. IUnder this
arrangement the Blue Cross subcontractor first determines the amount
the hospital should he paid by medicare and then, based upon remain-
ing costs, pays the hospital on behalf of its regular Blue Cross
subscribers.

There is, therefore, an incentive, in such cases, for the Blue Cross
subcontractor to maximize the medicare payment since that procedure
would reduce its own payments to a hospital.

3 Appendix 0, p. 271 contains detailed tables on intermediary performance.



CHAPTER THIRTEEN

MEDICARE CARRIERS

How They Are Chosen and What They Do

I' uier Ipar It of iiiedica'Irv fith ,ecretflry' of l lh.altlD, l.'Adu.ation, allld
Welfa're' isa illdorized to enter into colil':ict. with Icarriers to Iperform
cer1ai1 fl'ictiolls involved in tlit' ad1(1in i.,triltion of' lhe medical in-
51pranrte ,art of tIl(, plrogiratil. A lnong ll(, fltiMicions wvlicll Ihe Carriers
1i alithiorized to ifer01orm are ti l' following:

(1) lrov, '.-,, 'la i 's for lai'yineuit a"l(l miiaklte pla.ym'ent for :er%'ives
covered under t lie )rog1raill

(2) re,.eivet, (Ii 1r1d ail accoiiit for flund.s in making such
pavillents, alld

(:3) .Ser've 's i't1 channel of vomiiu iviatio .s of in format ion relat-
in g to adlminist rat ion of tlte l rog-ra in lIit eweenl t Secret al y and
1ho1se Irin-nisbui. :er'vi'es coveredl undr the prograni.

The intent of congress s witIi respect to the .eleetioli of and
evaI .ation af tlt( l erIt'rfrnwa 'c of caarrieit was t'x Ie&sed ill thit' Report
of lit ('Oilli ittee ()I liiaw.t oil tlie nlltIivare ltrilMation ( lhelortl 101I,
s!t)I1 ('ong•re..'s, Ist ..essi oill1. I) in t lt' followiig 'ri is:

"The Se•'refl.s SlIall, to the extent poi-.iIle, enter into a eon-
tract withI a siflivient uiund1beI of carriers, .-eh,'lcted ol :a regional
oil oflhp ii ypgtgra phial basis, to permit ,oli'llrat ive :anaIvsis of
theit. pel'fornliance.'

As in thit' case of fiscal i iteruitediarie.ts andetr tile hospital part of thit'
pI OgnIll), the carriers are reimnhuri'sed foil tile costs of c.ari'ying out tlit'
fuin'ltions they" perform, and (also as inl th ';se of ilt ermediaries ) a
'oit ratt wit Ii'a carrier r can Ibe terminated I%. thit' Serertar\Y, after oppor-
in ity for a lwariiig, if li(t finds tilhat lit( 'acriter bas huot fullfillhd thte

ttri•ls of its ajgrt,(-enltntS. ('out i'at s with c•'arrierit are generally foor a
ter'm of one Y'ear anli atile alutomaticallNv renewvahbl iihe . notice of
teirniination is (riven 9 davs before .11.iv I of ea'ch t'air. 1,nlike flie
Ip'o'ed irt aIpl(' .,,Ilie to i n'ttrnlitdia iit<," however, tlit S'ciarv o'a cl
dt.'ide not to rent'w a colltllract witIi a ,'anitr without uIiakin,, a finding
that fit'e carrier has failed to cau'.rv owt tile contract alti without a
i'tquirement fol. .a Itearing. 'Fhlte folIlowinlg .ect ions deal with .eveeralissut's aiid quest 10118 relative to c'arriei' pterforunance.

Evaluation of Carrier Performance

Carrier Data Not Collected
'Flt'e dearl iiteiit of the language in the Fimince committee e Report

qnottted a•ove is that, after expe,'iecet with a variety of t'aririers,
the Setretary wou ld colmpare perforumiaee and theii a fter complete
evaluation of all pertinent data, decide which carriers to retain and
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which to terminate. It is evident. at this point that little action haslbeen taken to weed out finid lerilliilillle the( inlletivient carilrier. While tile

Department contracted with ia large' utnintber andi1 v\iriety of vieirrier', it
seellis to have Calrried Out very little olbjectiv'e anlillysis'oft lihe relate ivi'
aldliiistirativ'e plerfoi'iainie( of tihe (carriers unttii recent ly. it ,fill
19,t8, the stali requlested specific dat(t oil thit' jerfori'iiaiie of carriers
wit It respect toi a sere's of objectiive mieasures of perforlilmance. Siiiris-
high,1 virluttin li l none of the datil wer'e then lviailable il t lith Sovill Se,-
clitilN\ Adiiiiistlrlitioni lifterr two yelalrS of Jlrograhii1 'elatil0oli) ainid
had io lie developed to inlett the stiafl' request. More tlhal five iontili.s
eli-psed be fore this helnwita1l and basic data coullid be coinplliled alld
arranged in the order of ranking reque.sted by the stait.

'hie objective iniformiattioni fiiililly assemnbled bty the So(-icil ,Se'uiity
Administratiion and furniished to the ('ommittee indicated wide varia-
tions ina levels of lperformiali(e aiong the clairrielrS. Tile stiff had re-
(ii'ested dlata oil 16 sep)arate items relevant to all evaluation of ("arier
performniilce.1 Wlie. i tlui.tlismiitting these data the ('omiltiissioiner (if So-
cial Securitylilv iidivitedl with good reason nio doubt, tillit there were
other nieasiures of ('ia'rier performance wvilielrl ' not suscep title lit'of
statistical anlliINvsis. As exaniples lit' gtve the following: thr e )iil c,-
tion of the requirenielit of the law aIlnd regulihitions to the plro('essill(g oif
lnedicare ciai ins, ilatilding etll',ecttivne.ss in tlihe a 1) teliiationl of criterial
for the deternmiination of relasollable chlarges ; carrier 'es.oli.si\l eln's to
ilmiltiiries and to other needs for service' and helpi, as indicated b•y belne-

citaries and outr fielt organization; and the establishment of eiffeti'i e
relatiomiioips with lie inledimal comnnliaiail. '

Wlieii tihe carriers are t'valtlated in sole lel)tlih Ol these additional
factors there is still noted wide variation and low levels of l)erftm iorni-
ance. For example, with respeet to the first item mneniioied by tlhe
('otnntii;ione'-con' i,,liainee with the requirti'iients of the lhimw aind reg-
illIatiolis--tle Social SAcdmiti' l diii iiistration coticeded iln oflic'nll inl-
striuctiions as late as Februiairy" 1969 that niany carriers did not vet have
the indi vidual phlysiciami hliti'rge prifilt' ty lt'essar\ to 'arry out the
regulations.

()Oie of the basic actors reht'vant to ain evahinltlion of this elenient oif
e'nrIrier p er'formiainace would I. thlie ext ent to wNN lih patientist sought
Social Se.ill Pit di strict oltice .' ssl.tisancie ill pilirsiling tleir Plaiiis witli
ieh carrier. I'lifortilliatte'v, thlie Sovial Secitrit .\ Admiinist.rat ion does'

nott have datia (bilt coiltl easi lv collect ii) ol th' number of beneficiar)y
inquiri's about slptcitic Illeiidian cllinis wlihili art' hiandled 1)- tihe
Social SecUlrity district offices ini ,alih carrier alltv. It is not clear, tieill,
olin what basis'e lcrrier perforainct'e i llthis respect is evaluated by the
Social Secutrity Adniillist ratiolii.

The ( 'olnili.iolier did agree, ho\\e~er' that hlie idiata reoitie't d by
the stair %%',as televanit to t'valtintilng arter 1)etrforliIn .e. hie ( (oni-
ui.i-;ioiter made this poitit by referring to the.."' data as "ihe princ'ilpal
statistically measurable indications of carrier perfori..amn.e avail-
able."- rli'ie practice used in evailulltingl carrier perf'ornmnct'e is de-

I Tie staff was well aware that no single criterion, or even tiuo or three, couhlt gi e iin
accurate picture' of ai carr•r'rs performance. For e•amiliplt, it wits millder.tood that a ' t'rylow cost-I er-clali iiroce."sld might resiuit front an at iniiiliktratti pldiulo-oipli of lpat ing all
claims without question, a1s much a, from 'iliuhiunt puroctedures. Titl., a higlh-co't t'arrter
could be doing a most efticient job2 These comnl:irative performance aiid costs aitati atpiaear In aliplenidix II. p. 281.
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serihed in the language of the Social Security Administration: "A
non-inathematical composite view of performance has been used in the
past to judge how well each carrier is meeting its contractual oblig.-
tions and we are now developing (as of December 1968) a master index
of carrier pierformi'anie."
Carrier Contracts Renewed Virtually Automatically

What has oc('urred to (late may he summarized as follows: The
Inedicalre irogratmil entered its fourth year on .Juily I, 1969 anld during
the prior three-year period the Blureau of Ilealtl' Insurance renewed
virtual y all carriers automat ically for the full 1-vear period in each
vear. it, only one v'ase was t cartie'r renewed for ai shorter six-month
i)erio,! with 'further extension cont ingent upon meeting specified per-
fornmance requirements. It atinother case. the contract wits renewed btil
with agreement to reservation of the right of the Government to reduce
the geographic area assigned if specific improvements in performance
were not attained. In l)ecemhler 1 969) the ('alifornia IBlue Shiehl (1 )h's
geographdlic 2,'2a wits, in fact, reduced. Five other carriers have been
toll that contracts would not be renewed unless speific deficiencies
Were (11orrected. These other carriers had their vontrauet renewals iiiiide
coaltingen t upon effective application of the criteria for determining
rea111ot1hlte charges.

The staff does not suggest that information available to the Social
Sei'rit v Ad'ni a istratiof (e.g. survey visits, internal audit tlpo)rts)
are not useful il e'valulating carrier aerformance...the' are. of course.
But it hoes believe that nu'ch of tle verve hasic data it requested that
lpreviosh.v were unavailable should be 'nIuintailied on 22 continuous
hasis and Should serve as a suhstaznt iahl part of flhe core of in formation
I'Sed in v'arrier IperformI i''e e'valuation.

Since ntone of the 1 oorlY perfomi'nig or ineflieient carriers have b een
(lroplledl from the lrograin ut the initiative of the Secretary (one var-

ier voluntarilyl" withdrew from the program: but it w25s not one of the
poorer Ier fo•minii.g carriers). the 41t II' coneltides that the congressional l
Intent has not been carried out in itt least two respects. First, there has
been no aeti ye policy of complete an1d in-deptltl comparison of carrier
performance followed by decisions to weed out the l)oo'er carriers iii
favor of t "ose who are leflicient and economical. As indicated, varla-
t ionis iin ll' oruunce are p0 -ireat as to tflake at least .sonie terminations
easily ji-tified. Second, the performance of some carriers has been so
poo0' that there is little quest ion thalit their peerformance was "iticotisist-
(elit with the elli(ient and effective a(hnlinlistratioon" of the stippletnen-
22Wtiiry meical instirance prl'glraii.

Inefficiency Subsidized
ITnqllestionably many millions of dollars have been paid in the formi

of subsidized inefficiency. Some of this expense was unavoidable but
much of it could, the stiff believes, have been avoided through alert,
'awave prom lOl•lt act io lI t Ihe Soc'ial Secilttity AAdlinii tratiou. While
many millions of dollars invested in inellicient barriers , thus far, would
be lost thol,rngltr term imiatioti, the stafl believes that the government (and
the older citizens Whose prentiuiis pay '1alf of those costs) would gain
far more in the long run through "cuttintU losses'" )ow.

What appears needed are fewer carriers an(l a benefits and adtiini-
strative structure lending itself to genuine competition for the job of
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medicare agent. Carriers can then concentrate primarily on utilization
review rather than elaborate payments procedures. Carriers might be
compensated on other than a costs basis to induce the best health insur-
ers to undertake Part B functions. Conceivably, in addition to straight
administrative costs, incentive payments might be available related to
combined factors of utilization of services, unit costs of services and
administrative costs.
Some Blue Shield Plans Balked at Providing Program Data to Gorernment:

The Issue of Public Accountability
The majority of the Part. B carriers are Blue Shield plans. Blue

Shield, known as "tihe l•)otors' Plan," is organ ized and vo)Itrolled by
1)hysicians. Sumeh or'ranizatio, 'Ind control is nt inapl•ropriate blit
has, it is apl)arent, created questions for Blue Shield as to whom it is
accountable and whom it represents when it functions its an agent of
the Federal government t in administering Part Bi of medicare. Perhaps s
Blue Shield is and should be concerned about its obligations to phy-
sicians in the operation of its regular business. However, it has
additional obligations to the G'overnment %i hen it fu titions as mnedi-
care agent. Those requirements stem from considerations of public
accounitability which arise when a non-governmental agent is entrusted
with billions i•f dollars in public funds.

When Jlpublic anoamies are paid out by a Blue Shield pidam-or any other
carrier or fiscal agrent-the (OoverimmenIt has the right, in fat the duty,
to be advised by the agent as to howv those funds wep e disbursedd. These
include the names of those to whomn medicare (or medicaid) payments
were made, the amounts paid, and the various comIpoients of plmyitient.

In this context, it was distressi ig and almost inconceivable, that a
fail- iminher of Blue Shield plans initially refused to comply with that

'part of the Soc-ial Security instruction in resl•onse to a staff request
that. they ideanti fy, by namne, physicians who had been paid $,25,000 or
more by medicare in 1968. Most of those plans which declined, at first,
to provide the information requested, said that they 'had not lve4i
"authorized to (to so bv t-he physicians imvolvedl."

Clearly, the issue raised did not inivolye "authorization" by physi-
cians. The staff could find no provisions in law, regulation or carrier
contracts which provided that identification would not bIe made to the
Federal Government except with express p)hysi'ianil "authc l rizat ion."

The underlying concern of those Blue Shield plans which resisted
providing names is uanderstan(dale. Blue Shield works with and
depends upon the goodwill of physicians for much of the sti-
(less it enjoys in its regular dlay-to-day business where in molst instances
it, actually contracts with individual doctors. In medicare. however, the
contract is with the U united States (tovertlmu ent. The (Governnment's ol i-
gation is to undertake such procedures as will assist in assuring its
citizens-particularly them il lions of elderly who pay preiniuanms--that
their monev is being properly expended. The, Govermnment is "trustee"
of the part. B trust fund.

The staff stresses that its concern is with the basic issue of plblic
accounlitaIbil it.•-no with any advocacy of publication of the names of
individual physicians and tfme amounts paid them. IA~gitimate a rgu-
monts--pro anwi con-need careful consideration prior to any decision
to take such a omrse.



CHAPTER FOURTEEN

THE QUALITY OF ADMINISTRATION OF MEDICARE

As indicated earlier, most of the everyday activities in processing
claims and dealing with providers of health services are handled by
private organizations and State agencies under contract with the
Federal government. An evaluation of the Federal government's role
should alp)ropriately focus on two key aspects-( 1) the methods by
which the Government communicates policy and other information
to its agents and how they transmit it to the provider and (2) the
methods by which the Gov'ernment informs itself about. the perform-
ance of the contractors and emerging problems. As one method of
evaluating the first function the staff questionnaire sent to the car-
riers and intermediaries of thle ,program specifically asked t'hem to
evaluate the quality of instructions and other material which they
received from the '.ocial Security Administration as either "poor,"
"fair", or "good.." Speific recommendations concerning means of im-
proving the material were also requested.
The responses of the intermediaries were as follows:

Poor ------------------------------------------- 4
Fair ------------------------------------------ 27
Good ------------------------------------------ 46

Response. from the Part B carriers were:
Poor ------------------------------------------- 2
Fair ------------------------------------------ 19
Good ------------------------------------------ 30

Almost all of the carriers and intermediaries offered specific com-
ments and suggestions-many detailed and thoughtful. The most re-
current re-sponses can be grouped roughly as follows:

(a) instructions are not timely ana should not. be given to prn-
%,viders of services before submission to intermediaries.

(b) instructions atre too voluminous awld detailed, and
(e) instruction should be written more clearly and simply and

should include examples.
The staff has furnished the comments (unidentified as to source) tothe Social Security Administration for their use in improving their

instructions. The staff recommends to the Committee that it urge the
Social Security Administration to make a -major effort towaNr greater
clarity and simplicity in their instructions to intermediaries and
carriers.

Apart from carriers, intermediaries, health agencies, and providers,
Bureau of Health Insurance instructions (including technical mate-
rials) explanatory of the program's policy operations, and areas of
concern should be given the greatest possible dissemination, with the

(121)
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least possible impediments to availability, to all directly or indirectly
concerned or interested in medicare. The extent to which this objective
can be achieved will undoubtedly be reflected in greater understand-
ing, cooperation, and support of the prograin-apart from stimulatinI
the kinds of constructive criticism which might generate improved
performance.

Program Evaluation and Research Activities

One of the more important elements in appraising administrative
performance is the quality of the research and program evaluation
effort. One of the most important uses of program statistical data-
souln cost est imating--deserves special ment ion.

Tiho assessment of this aspect of the research effort can perhaps be
best accomplished by examining the contribution which program data
have made to the cost estimates for inpatient hospital care-tlie benefit
with the largest cost. 'r'here are essentially two elements which make
up the cost of this benefit-(1) the number of inpatient. hospital days
used by beneficiaries and (2) the cost in dollars of a day of covered
care.' Given these two figures, it is easy to determine the total cost for
a given number of beneficiaries.

As of the beginning of the program, of course, assumptions about
hospital utilization and per diem costs were based on the experience of
other programs and related data. Even as late as the end of 1967 (at
the time of congressional passage of the 11967 Social Security Amenld-
ments) the cost, assumptions upon) which the estimates were based could
not be verified by actual program data since those data were not avail-
able, even though the program had been in actual operation for almost
a year and a half.

'Tihe assumptions of per diem costs were raised at that time (with a
consequent increase in the estimated costs of the program) but they
were based, in part, on the statements of the Blue Cross Association and
the American 'Hospital Association rather than actual program data.
By the end of 1968 some data about utilization of hospitaIs by the bene-
ficiaries of the program for the first 18 months of the program had fi-
nally become available and were used to revise upward the estimated
cost of the program. However, complete program data on actual costs
per day were still not available. Thus the cost estimates still are not
based on program experience and only utilization is based on any pro-
gram figures. The estimates may be low or high; it cannot with any
certainty be said which. The reasons for the lack of program data for
use in supporting the estimates was summarized as follows by Social
Security's Chief Actuary:

In theory, the data available from the operations of the
medicare program are adequate for making the necessary
actuarial cost estimates. In practice, however, certain diffi-
culties have arisen-namely, (1) long delays in submission of
bills by providers of services, principally hospitals, (2) long
delays in handling of bills and payment records by fiscal
intermediaries and carriers, (3) the great amount of time

There are other elements such as the effect of deductibles and coinsurance provisions
but these are computed after the basic estimate Is made.
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involved in completing final cost settlements that are on a
reasonable-cost basis, and (4) the excessive amount of data
that are collected for researchl and statistics" purposes, which
has the effect of significantly slowing down the administra-
tion of the program and of delaying tabulations of actuarial
and operation data.

Therefore, in addition to the delay in securing data arising from the
fact that so few hospital accounting periods have been finally settled,
the present dftieult situation arises from an ineffective and cumnber-
some health insurance research effort.

The staff concludes that the present health insurance research and
program evaluation effort needs to be substantially revised. In this
connection the following suggestions are made:

(1) Health insurance research directly related to day-to-day evalu-
ation of program administration should be given the highest priority
and should be placed in the Bureau of Health Insurance as an admin-
istrative control under the authority of the Director of the Bureau
of Health Insurance.

(2) Program data useful for cost-estimating purposes should be
given a priority only slightly lower than program evaluation data and
should be designed and analyzed by the Office of the Chief Actuary.

(3) Health insurance research *related to the impact of the ipro-
gram on beneficiaries and the health industry should have the next
priority and should be carried out, as now, under the direction of the
Office of Research and Statistics.

(4) Contractors with the p)rogram-carriers, intermediaries and
State agencies-should be relieved of as much data-gathering and
report-making as po&sil)le consistent with the objectives of the research
and should he the regular recipients of analyses of data which might
be useful to improvement of their performance.

ja4 D ~~



CHAPTER FIFTEEN

MEDICAID ADMINISTRATION

Poor Administration Widespread

There are serious and costly deficiencies in the operation, admini-
stration and supervision of the medicaid, prograun. Tile tyl)ical
medicaid patterns are slow payment to supl)iers of health care goods
and .,ervices; little effective effort to determine whether those goods
or services were necessary (or even given); little or no control over
recil)ient abuse; and, general laxity of administration. Findings of
the HEW Audit Agency, reviews of State programs inade 1) the
Medical Services Administration (the HEW agency responsible for
overseeing niedicaid), General Accounting Office rel)orts and those
of various individual State agencies, as well as staff conferences with
State legislators, administrators, and others-all underl)in the nega-
tive conclusions of the staff.

A detailed sunnmary of medicaid shortcomings in 16 States is
contained in a report l)rel)ared by the HEW Audit Agency, asIirt
of the Office of the Secretary. That rel)ort is rel)roduced in full as
Ap)p)endix C, 1). 201. In the covering letter of August 26,1969 forwardingthe report to Mis, Mary E. Switzer, Administrator of the Social and
Rehabilitation Service (of which the Medical Services Administration
is a cotlmonent, arm), the Audit Agency said:

The rel)ort shows tlie existence of widesl)read administra-
tive probleins which require )ronll)t action by both the
States and SRS if 1)rogramu objectives are to be achieved
efficiently and economically. Problem areas of most concern
centered oon: (1) (lul)licate maynments, excessive rates and fees,
and other types of erroneous charges which would not have
occurred if'adequate management control had beeni estab-
lished over claims submitted; (2) the lack of systematic
review,; of utilization of service; and (3) the need for Improv ed
l)rocedlures in determining eligibility and ojelrating Quality
Control I)rograms * * *.

Insofar as SRS regional and headquarters ol)eratioli of the
programi is concerned, recommendations included in this
rel)ort call fori a current reexamination of resources utiliza-
tion and capability with a view toward staff expansion and
strengthened administrative controls (to some extent this
has ai ready been acted on). Also recommended are imprl)ve-
ments with regard to (1) lack of effective followup on (leficien-
cies disclosed by Program Review and Evaluation Projects;
(2) 1.ntimely issuances of guidelines needed to clarify the
requirements of amendments to the Act.; and (3) the need for
a more clearly defined mission and resl)omisibility of the field
administration.

(125)
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11EW Official Concedea Costly Shortcoming
Top officials in the Department of Health, Education, and Welfare

have become increasingly aware of the dimensions and specifics of
the difficulties pervading the medicaid program. At the Committee's
hearing on J,,il 1, 1969, the Under Secretary of HEW, Mr. John
Veneinan, said:

I would like to mention to you very briefly the results of an
audit report on medicaid that we have received from MO
States. I think that they have been submitted to the ,otn-
mittee.

We anticil)ate that we will have audit reports from six
additional States l)y the end of the month.

The audits demonstrate the existence of rather widespread
administrative problems and the necessity to have some
immediate action to protect the program objectives. I have
just outlined one of the l)roblems that the audit reports
reveal.

Another is the matter to which Mr. Constantine referred,
of duplicatee payments, indications of excessive rates, exces-
sive fees, other types of erroneous charge, that have been
made to the p)rogramn, and again, the glaring thing is lack
of adequate management controls by the States, or their
agents over medicaid claims made by some nursing homes,

iarniticists, and others.
The second thing the audit reports revealed is that syste-

miatic review of services is not being made. I think one of our
requirements in the title XIX program is that there be an
accurate and specific procedure for utilization review as part
of the State plans.

There were noted incidences of excessive drug refills and
overutilization of services.

The audits also noted the need for assuring that the4pay-
ments are only being made to those who are eligible. They
revealed that in some cases, the identification cards were
being utilized by persois who had not met or been deemed
eligible for the program. A good deal of the expenditure
of public funds depeli(ls upon the reliability of the eligibility
standards. Mr. Kelly is with us today ani he can further
elaborate on the audit reports if you desire at a later time,

Later that, same day, the following exchange occurred between
Senator Jordan of Idaho and the Under Secretary:

Senator JORDAN. Now, with respect to mnedi(aid. Our staff
review made this statement, and I would ask you to comment
on it.

"Federal officials have been lax in not seeing to it that
States establish and employ effective controls on utilization
and costs, and States have been unwilling to 11ssume the
responsibility on their own. The Federal medicaid atldiin-
istratos, have not provided States with the expert assistance
necessary to establish and implement. roper control. Also,
they have not (levelop)ed mechanisms f'or coordination and
communication among the States about methods of iden-
tifying and solving medicaid problems."
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Now, I think the Secretary said in his opening statement
that medicaid, probably had to deal with 44 different States
and all the different or regional differences among some of
them. But what is your answer to this charge?

Mr. VENEMAN. Ifweuld agree with the charge, Senator.
Senator JORDAN. You agree with it?
Mr. VENEMAN. Yes.
Senator JORDAN. What can we do about it?
Mr. VENEMAN. One thing we have to do immediately is

make sure we have compliance with State plans, that
the State plans (1o carry out the intent of the legislation.
I think anything of this nature is somewhat inexcusable,
but I think that it is understandable. When several States
have initiated and adopted programs of the magnitude of
title XIX medicaid, there are bound to be some problems in
the first couple of years.

Need for Federal Leadership

Various recolnmendlations are contained in the following section
which the staff believe might serve as a basis for Committee con-
sideration of methods of improving medicaid. However, there is
another key element which is essential if the program is to
function as intended. While the Medical Services Administration
l)robably requires additional personnel if effective Federal super-
vision of medicaid is to be realized, it appears vital that any additional
personnel-including officials-operate with a greater sense of re-
sl)onsibihity and direct involvement than has been manifested here-
tofore. rhie Medical Services Administration needs dynamic, con-
cerned, an1d qualified leadership and staff if a complex, costly, and
important program such as medicaid is to be soundly administered.

Recommendations for Improvement-Medicaid
Requiring Use of Fee Schedules

The staff recommends that consideration be given to mandating
usage of fee schedules for payment of health care practitioners under
meledivaid.

In this context, States might employ scheduled allowance contracts
presently held on, a broad basis by Blue Shield or other third-party
policy-hhlders in a given State or portion of a State. The stuff assumes
in making this recommendation that the Congress did not intend to
pay moue for tare l)rovided to the indigent and medically-indigent
than pIrivate health insurers generally allow under their most widely-
held contracts or policies for their illsured members who are part of
the working population.

If fee schiedules are ult imately employed as a ni(ea;as of fixing medi-
,'are liability, such schedules niight also serve, in modified form, as
bases for pa vment under State medicaid plans.
Cut Drug Costs

lRe(tIin, ti•.it drugs be provided on substantially the same basis whiel
would ha%-e been established under the provisions (if the medicaid
amendinvent adopted by the Sen'ate in 1967. That provision, sponsored
by Senator Russell B. Long, would establish a formulary of the United
States, with drugs deemed appropriate for inclusion determined by a
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high-level qualified formulary committee. Federal matching would be
limited to ftie amounts charged for lower-cost, products of each drug
in the fornulary which were determined to meet all official standards
and to be of proper quality. Exceptions to the limitations could be
made upon a satisfactory showing that a particular higher-cost prod-
uct had "distinct, demonstrated theralpeutic advantages" over the
lower-cost products of the same drug or where ai physician prescribed
a drug product by its otlicial or established name and the name of its
manufacturer.

In accordance with a section of the Social Security Amendments
of 1967 which called for a study of the proposal by the I)epartment of
H health , Education, and Welfare, a report was submitted to ('ongre.s
in ,Januarv 1969 by the IDpartment's Task Force on I)rugs recoin-
mending adoption of the basic provisions of the "Long Anienldment."
If that recommendation is followed, many millions of dollars ill pros-
lextwive medicaid (Inigs expenditures shohlll beI saved.
Curb Overutilization Through Prior Approval of Certain Serrices

States should adopt procedures for prior independent professional
approval of elective surgery, dental care (except for ininor proce-
dures), eye care, and hearing aids.

The exlperi('nce of several States indicate that a system of prior ap-
proval for selected types of costly health care can he an effective method
of controlling utilization and cýsts as well as avoiding the exposure of
recipients to iunnecessary hazard and pain.

The New York City "Medicaid Watchdog System" (a description of
wicih camn be found ili Appendix I), p. 247) is a prototype for this kind
of activity. U under that system, dentists are hired by the health depart-
ment, to review plans of treatment and give their'approval or disap-
proval. T'ie administrators of the system claim savings of $26 million
ill 1968 in dental care costs alone. ('omparalde savings were expleri-
elnced under the prior approval system as applied to optometrists,
chiropractors, and podiatrists.

'-ince the metdival or dental procedures involved are not those which
generally need to e performed ol ll at emergency or in-llemdiate basis,
patients should not suffer from the short delay involved in securing the
necessary professional allproval. A requirement that the review be
performed by qualified medical or dental professionals inl the health
care, fields invol ved would avoid charges of lay inter ferenice.
End Costly "Doctor-Shopping" Through Patient Designation of Primary

Physician
States should require the designation of a "primary physician" by

recipients il areas or ca.•,s where abuse of plhysiciami services by recili-
ients is detected or where that type of costly overt ilization is
widespread.

In some States medicaid recipients have engaged in "doctor-
shopping." This involves a recipient going front one doctor to another
for thie same condition, getting a prescription from each physician
and not telling the second (or third, fourth or fifth) physician that he
has already seen some other physician.

For example, an illiterate elderly couple in Kenittickv had 33 differ-
ent kinds of medicine in their home prescribed by six dliflerent ph.si-
cians. The nightstand in this couple's home contained four nearly-full
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bottles of identical pills which different doctors had prescribed. Such
situations greatly increase the cost of the program and are wasteful
of scarce physician manpower.

Under the recommendation, when a State medicaid agency (or its
fiscal agent) anticipates or discovers such a situation, the recipient
would be required to make a choice of his primary physician. His
medicaid card would then bear the name of that p)hysician and he
could not get any covered care-other than in an emergency--except
care provided or prescribed by that designated physician. The primary
physician, of course, could make referrals to other physicians within
the scope of the State plan. Provision could be made for a change in
primary physician designation upon notice to the agency, in order to
preserve Vree choice of physician. This system should he helpful in de-
terring overutilization of physicians' and other health services by those
recipients who "shop around ." It should also help prevent the practice
of an eligible recipient lending his medicaid card to an ineligible per-
son for his use. In this case, the "primary physician" might recognize
that the ineligible bearer of the card was niot his patient.
Detect Abuse by Informing Recipients of Payments Made on Their Behalf

Require that the State furnish each recipient with a notice and ex-
planation of all health care paid in his behalf by the program.

Experience wi-h the detection of abuse awid fraud in the medicare
program indicates that beneficiary complaints about discrepancies be-
tween the "explanation of benefits" form which they receive, and the
care actually provided, is by far the largest single source of initial
information on abuse and fraud. States should be required to insti-
tute similar procedures in their medicaid programs.

In a review performed by the Department of Health, Education, and
Welfare of seven of the larger medicaid programs not one was found
to furnish information to recipients about the medical bills paid in
their behalf, nor were the recipieents interviewed to determine whether
the services paid for were actually received. In several of those States
recipients are not even required to sign the bills or a request for pay-
ment, form. For example, in an upstate New York county, recipients
are not even expected to provide verification of service by signing the
bills submitted by providers. Further, recipients are not notified of the
medical care paid in their behalf, nor are they checked with to vali-
dlate the quantity of care they received-not even on a sample basis.

The seven States involved i'n the survey account for more than one-
half of all medicaid expenditures. If California is added to the seven
(other information indicates essentially the same situation obtained
in that State) the proportion grows to 75%.
Make Practicable Reasonable Cost-Sharing by the Medically Indigent

States should be permitted to impose reasonable deductibles and
other cost-sharing devices with respect to the medically indigent (those
with incomes or resources above the cash assistance levels) without
closely tying the specific amounts of the deductibles to the level of
income of the recipient.

Under present law (Section 1902(a) (14) of the Social Security
Act) a State may impose a deductible or co-payment feature with re-
spect to the medically-indigent only if the deductible or co-pay is
"reasonably related to the recipient's income or his income and re-



130

sources." The effect of this requirement has been to make virtually im-
possible tile iml)osition of deductibles or co-pay provisions because of
the complexities which result.

For example, a State defines a medically indigent family of four as
one having income between $3.000 and $4,500 a year (a family with
less than $3,000 in income would be eligible for cash benefitss. If this
State wished to impose a deductible of $.75 for' each drug prescription
for such families it could not do so. nllder present law, the deductible
would have to vary so that a family with income just over $3,000 would
have a smaller deductible (say $.50) than a family with income just
under $4,500. To have a drug deductible rankIing from $.50 to $1.00
would introduce extreme complexity and heavy' claims processing
costs in the administration of the program.

Pharmacists and recipients alike would have difficulty in deter-
mining just what the deductible should be at a particular point in time;
moreover, a slight change in family income could affect the amount of
the deductible.

Tihe provision in present law purl)orts to atehieve equity by requiring
those with lower ineomnes to pay a lower share of the expense. But in
actual practice the difficulties are so great that few States have at-
tempted to impose deductibles and other cost-sharing provisions. The
result has been than any deterrent effect which such features may have
on overutilization are lost to the program as well as any" direct savings
which might, be realized from the cost sharing. While'it is difficult to
estimate the extent, of savings which might, result from imliplementa-
tion of this recommendation it would at least reverse one of the effects
of present, law wvhieh undoubtedly accounts -for some of the inceised
cost of the program.
End Payments to Collection Agencies

Prohibit making of vendor payments (under medicare as well as
medicaid) to independent collection and bill discount agencies-to
anyone other than the person or institution rendering the service.

The staff's attention has been called to the increasing usage by physi-
cians, pharmac.,ts, and some hospitals of independent collection
agencies to whom they assign their medicaid and medicare billings.

Apart from the opportunity for fraud and abuse which sanction of
such agencies affords-criminal indictments have been handed down in
New York in one such case-the coqts of using those agencies are obvi-
ously indirectly passed on to the program.

'ceh agencies are employed because they offer to relieve phvsicians,
phmarmacists, dentists and others of cumbersome paperwork aind pro-
vide immediate cash for medicaid due bills which the practitioners
might otherwise have to wait months to collect.

The solution, however, lies in streamlining administration and proc-
essing-including making timely payment-rather than use of costly
and problem-creating outside collection and discount organizations.
Require Federal Approval of State Claims Control Procedures

The claims control system used by a State medicaid system (or by
its fiscal agent) should be specifically approved by the I)epartment of
Health, Education, and Welfare and if not approved, specific fiscal
penalties should be invoked.
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Many States do not apply even the most rudimentary claims controls.
For exainl)le a special sur vey conducted by HEW staff in December
1968 and January 19611) of medicaid operations ill seven different
States I found onl6 two with systematic methods of avoiding duplicate
pl)iynents on all health service's covered. Only one State had procedures
to assure that medical hills were paid only titter any resources available
to the recipient to pay for the medical care had been exp)ended. None of
the States were able) to evaluate the medical necessity of tile services
paid for through analysis of a recipient utilization profile or a pro-
vider practice profile. 'Clearly, States need not only the consultative
services suggested but also specific claims control "systems approved
by the D)epartment of Health, Education, and Welfare. In the interest
o? standardization of procedures, consideration might also be given to
requiring, where appropriate, usage in medicaid of the same utilization
review procedures which obtain in medicare.

fi M1fav 1969, the Administrator of the Social and Rehabilitation
Service advised 15 States 2 that the written description of the utiliza-
tion review practices followed in their medicaid programs were not
satisfactory. But tile somewhat startling fact is that only one of the
seven States in the survey previously referred to was in this group of
fifteen States. Since none of those seven was actually emlploving effec-
tive utilization review lrilctices apart front the oiher 14 'States the
inevitable conclusion is that most States (10 not have effect' "ve utiliza-
tion review with manyv not even bothering to develop au• acceptable
system--even on paper. We would recommend that if a State fails to
establish all approved claims control system specified percentage re-
huct ions in Federal matching funds should be made.

Improve Federal Administration
Federal administration and supervision of the medicaid program

might be strengthened in the following ways:
(a) Consultants with expertise in the fields of claims review

and fiscal and professional controls should be made available by
the Federal Government to assist any State which requests such
assistance. Such personnel could function as a team to assist States
in establishing basic operating control programs.

(b) regulationss and guidelines should be reviewed and issued
on a timely basis.

(r) Exp)anded activity to assure that States are follly comply-
ing with the Congressional intent respecting the provisions of the
medicaid statute.

(d) Special efforts to establish a system of routine and expe-
ditious exchange of information and experience on a formal and
informal basis among State medicaid agencies.

(a) Individual administrators of Medicaid programs and other ad-
ministrative. personnel of those programs have complained that the
Department of Health, Education, and Welfare does not have the
present capability of supplying them with experts in various vital
aspects of the program. States-particularly smaller States-need
such help to improve basic administration and operation of their pro-
grams. HEW's inedicaid administration appears to have been content

Ill., Maas.. Mich., N.Y., Pa., WIs., Tex.
'Ga., Idaho, Iowa, La., Mass., Minn., Nebr., N. Mex., Nev., Ohio, S.C., S. Dak., Utah, Wyo.
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to operate primarily by determining for States whether what they
include in their formitl State plans for medicaid meets Federal
requirements.

Whatn appears needed is far more than this sort, of de jure evaluation
of compliance with Federal law. A positive and cooperative program
of making available Federal experts who can provide detailed concrete
suggestions and assistance for improving administration of the various
State programs is necessary.

(b) A common complaint expressed by Governors. in response to the
staff questionnaire was the delay of months and sometimes years in
getting regulations and guidelines from the Department of Health,
Education, and Welfare. In many cases regulations are promulgated
after the statutory effective date and often allowing only a short time
for the States to act to meet the new regulation.

(c) The number of onsite reviews of medicaid programs is few and
the length of time between reviews is too long. For example, the next
HEW review of the New York City program is two years away,
despite the fact that New York City spends some. 20C of a1ll Inedicaid
money.

(d) Various medicaid prograins have developed or tried new tech-
niques of operation and administration. There is, however, no system-
atic way in which one State can learn from the experience of another
State. this rather obvious need for regular informational exchange
among the States has not been met by the D)epartment of Health, Edu-
cation, and Welfare.
Establish New Medicaid Fraud and Abuse Unit

A medicaid fraud and abuse unit should be established in the De-
partment of Health, Education, and Welfare in order to facilitate and
coordinate both State and Federal efforts toward the prevention or dis-
covery and prompt investigation, prosecution, and other follow-up ac-
tivities designed to curb and punish fraud and abuse. This medicaid
unit should specifically and formally coordinate its activities with its
counterpart in the Social Security Administration concerned with
fraud and abuse in the medicare program.

The medicaid fraud unit should also routinely have available to it
all medicaid and medicare, data bearing upon actual or potential fraud-
ulent or abusive activities. Such data should also be regularly avail-
able to the States to assist their enforcement efforts.

Federal administrative responsibility for the medicaid program is
now assigned to the Medical Services "Administration (MSA) in tile
Social and Rehabilitation Service of tile Department of Health, Edu-
cation, and Welfare. MSA has no one assigned to the area of fraud.
Present MSA philo-iophy seems to be that disco% ery and prosecution
of Medicaid fraud is entirely a State matter, despite the fact that. the
proranis are funded betweeil 50% and 83% from the Federal treasury.

Tile, Department of Justice believes that fraud in Medicaid now
cones within the purview of Federal statutes dealing with fraudulent
claims and has indicated its willingness to prosecute such cases. How-
ever, in order to support that activity. an active investigative unit is
required. The medicare program, adm- ministered by the Social Security
Administration, has an effective unit, staffed with trained professional
investigators, which might serve as the prototype for a medicaid unit.
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One of the most effective deterrents to fraudulent activity and abuse is
a vigorous program of detection and investigation. That vigor is rarely
found in the niedicaid program today.

Moreover, the staff lilas found instances where at medicare. fraud case
also involved medicaid but where there was no activity in the medi-
caid area. For example, ia doctor in Texas sub, hject to Indidttment for
allegedly sul)mitting fraudulent claims under tile medicare program in
the amount. of $101,0Q) also received many thousands of dollars in
medicaid payments. Yet, there sweis to have been no investigation to
(determine whether any of his medicaid claihls might. be fraudulent.
Such ol)viously uncoord(linated and una1ccel)table situations Ineed to be
corrected through a coordinated system of handling such cases.
Require State Fraud and Abuse Control Units

Re(qli re all States to maintain Sj)eCiii(' organizational units for the
prevention, detection, and investigation of abuse and fraud in their
health t care programs.

Sone States halve active programs of fraud and al)use prevention and(
detection while others have little or none. This is illustrated by the
fact thlat some. States with quite large mneedicaid programs report little

or no fraud while other States with comi prablle lprogranms report JiIanIy
Cases. It is (humite likely that the former States do not re )ort cases be-
cauise they have no organized means of investigation or etec('tioII. For
examplle, the States of ('alifornia, Marmyland, Pennsylvania aillnd New
York are among those whicl make at least some organized effort to
curb and detect fraud and other abuses in their medicaid prograins.

Many other States seem to make little effort. In Massaclusetts, for
example, the program's ('lainis control system seems to be so weak that
abluse to a very serious degree went uml(,eteeted( and unchecked. Put
siml)ly, thoe.,(, States which report many fraud cases mmay actually have
less., fraud overall than those States which report few casess where little
effort is made at detection and where program administ ration is so
weak that t hey virtually foster fraudulent activities.

UIn1der present law, the Federal Government pays 50 l)ercent of or-
dilnary Ieledicaid administrative costs and 75 percent of compensatioil
or training expenses of professional medical personnel an1d direct sup-
p)orting staff.

To assist and encourage States to establish comprehensive and l)ro-
fessionallv staffedl utilization, fraud and abuse investigation, cost
review aii(I medical audit units, the staff recommends that considera-
tion be given to increasing Federal matching to a flat 90 percent for
PersoInnel engaged full-time inl such activities. The 90 percent rate

should apply only to those professional personnel (dotors, dentists,
etc.) and direct support, staff who are employed full-time in utilization
or cost review work. Of course, costs attribhutable to physicians and
others hired on a tpart-t ime basis to perform utilization review whose
total time involves control activity should also be subje,.1 to the
incentive matching rate.
Consolidate Advisory Groups

The, 21-member Medical Assistance Council should be terminated
and its functions combined with those of the Health Insurance Belie-
fits Advisory Council (HIBAC) which now advises on medicare.
The combined advisory group, which might be called the "Medicare-



Medicaid Advisory Council" with total membership not exceeding 21,
should be responsible to the Secretary of Health, Education, and
Welfare.

The Medical Assistance Advisory Council was established under the
Social Security Amendments of 1967.3 Much of its areas of concern
and organizational representation overlap those of ItIBAC. The prin-
cipal differences are that the Medical Assistance Advisory Council is
concerned with State medicaid programs which vary in terms ofeligibility requirements and covered health services, while medicare
operates with a uniform national program and eligibility. But, the
similarities between the two programs are considerably greater and
more important than the differences. Both are concerned with hospital,
medical, and related care (skilled nursing home care in medicaid and
extended care in medicare), as the major and most costly items of
Service provided. Patterns of payment and standards of care are re-
lated between the programs. A single advisory group would avoid
duplicative activity and lend greater focus to and coordination in treat.
ing common concerns. A subcommittee approach might. be the appro-
p)riate method of attending to those areas p)eculiar to medicaid.

Adoption of the above recommendation should enhance conmnmunica-
tion and coordination between the two principal Federal programs
involved in the financing of health care.

3 The staff also call the attention of the committee to the fact that the I)resent composi-
tion of the membership of the Medical Assistance Advisory Council 1k prol,ably violative of
the explicit requirements contained In section 11100 of the Social Security Act.'With re.-pJect
to MAAC membership, the statute states:

"The members shall Include representatives of State and local agencies and nongovern-
mental organizations and groups concerned with health, and of consumers of health %erv-
iees, and a majority oI the mnembership of the Advisory Council shall consist of reprcscnta-
tive# of consumers of health services." (Emphasis suplieh'l )

Of the 21 members, only four might possibly be Icharacterlzed as "repre'tentatil es of
consumers of health services" :

1. Dorothy M. DiMaselo, sergeant-at-arms of the Natlinal Welfare Rights Organization.
2. Margaret H. Mahoney. executive associate, the Carnegie Corp
3. Rev. Robert J. McEwen, S. J., chairman, Department of Economies, Boston College.
4. Louis Rolnick, national director, Welfare and Health Benefits Department, Interna-

tional Ladles Garment Workers Union.
The remaining 17 members, listed below, are "representatives of State and local agencies

and nongovernmental organizations anl groups concerned with health . . .A As will be
noted they represent physicians, dentists, State and local governmental agencies, nursing
homes. hospital, and an accounting firm which does a substantial amount of audit work for
health care facilities:

1. Donald C. Smith, M.D (Chairman), Professor of Maternal and Child health, Univ.
of Mich.

2. John Affeldt, M.D., medical director of the California Department of Charities.
3. Roy E. Christensen, Pres, and Chairman, Beverly Enterprises (a convalescent hospital

chain).
4. Thomas W. Georges, Jr., M.I)., Pennsylvania Secretary of Health.
5. Sam Grals, Chairman, St. Paul and Ramsey Couintve Welfare Board.
0. Kenneth J. Holmquist hospital administrator, St. Paul, Minn.
7. Amos N. Johnson, MbD., past president, American Academy of General Practice.
8. Marcel Learned, partner In the firm of Ernst & Ernst (he'is a specialist in hospital

auditing procedures).
9. David 0. Maxwell, Secretary of Administration and Budget, State of P'ennsylvania.
10. Elmer M. Smith, M.D., director of Bureau of Medical Services, Dept. of Social Serv-

ices, State of Iowa.
11. Phillip D. Weaver, M D., Chief of Radiology, Weld County General Hospital, Greeley,

Colorado.
12. Maynard 1. Shapiro, M.D.. past president, American Academy of General Practice.
13. George W. Single, M.D., private practitioner, Battle Creek, Mici.
14. Eddie G. Smith, D.D.S., practicing dentist, Washington, I).('.
15. Iaustina Soils, Farm Worker's Health Services. State of California Dept. of lHcalth.
16. Edward Walker, President of the American Nursing Hlome Association.
17. George K. Wyman, Commissioner, New York State D)ept. of Social Services.



CHAPTER SIXTEEN

OTHER AREAS OF ACTUAL AND POTENTIAL ABUSE IN
MEDICARE AND MEDICAID

Tremendous Growth in Chain Operations

Concern has been expressed by many existing health care institutions
and others ove(r the tremendotis growth in chain operation and con-
struction of medical facilities and their acquisition of related coin-
panic$.

Senator John Williaws stated on May 14, 1969 (Congressional
Record, 1). ,5202):

Since medicare started there has been a remarkable increase
in the number of chains entering the for-profit hospital and
nursing home field. These groups, whose stocks have soared to
unbelievable price-earnings ratios, are oliwiously lured by
medicare's generous reimbursement. Fhe 11,/2 percent bonul1s
paid on to) of reimlursai)le costs, the prospect of getting ac-
(elerated (epreciation allowances and then selling a facility
at an inflated price, the fact that medicare will pick uplall of
the costs of a 100-bed facility even if its total l)atient load con-
sists of just five Iiedicare beneficiaries, the fact that there is 11o
effective review of the utilization of beds and services in these
facilities, and the fact that. the nursing home or hospital can
choose the Government agent who will determine how much
it is to be paid have certainly encouraged the get-rich-quick
operations.

Furthermore, if a ('hain owns an extended care facility as
well as a hospital it, (-ani see that patients go from its hospital
to its nursing home. A chain may also own pharmacies or sell
hospital supplies to a ready-madle captive market in its hos-
i)itais and nursing homes at high non-competitive prices.
Chains actively solicit and sell stock to local doctors who
thereafter are inescap)ably vsul)ject to questions, of conflict of
interest any. time they i)lace patients in and order services in
medical facilities itl 'W mich they have an ownershipl interest.

Certainly, no case can or should be made solely because of size
against an organization which limits its activity to a number (even
a large numnier) of a single type of health care facility-such as skilled
nursing homes. In such insta'nces, where the chain operates be(ds which
are needed in a commumty and without the presence of conflicts of in-
terest, opportunities exist for significant economies and efficiency in the
provision of necessary health care. The problems arise with respect to
the over-promoted chains consisting of conglomerations of various
types of health care facilities and services where, in the final analysis,

(135)
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the Government, in tile main, is expected to recognize for reimburse-
ment inflated prices paid by those chains in their eagerness to expand
and demonstrate growth, presumably in order to generate demand for
their stock.

For example, one hospital chain sought to establish as cost bases for
depreciation reimbursement under Medicare, the following:

llospital A Hospital B Hospital C

Book value --.--------------- $319, 572 $277, 174 $173, 409
Sales price -------------------- 2,250,000 4,800,000 1,800,000

The Bureau of Health Insurance correctly refused to accept the cost
bases claimed by tile chain.

Other hospitals and skilled nursing homes are being b)uilt or pro-
posed for communities where existing facilities are adequate to serve
the needs of those areas. In most instances, this construction is not sub-
ject to approval of areawide planning agencies and if prior experience
is any yardstick, if a lbed is available it will be filled.

In" the above instances, bona fide competition does not occur with re-
spect, to whether one facility is more efficient and economical than an-
other. What competition does exist is for scarce health manpower and
patients-both generating further upward pressure on already hiigh
costs.
Competition for Patients Can Lead to Conflict of Interest

In the competition for paying patients, several of the largest chains,
deliberately follow, a policy of selling stock to local physicians as a
means of assuring that the new facility will get, paving p)atients.

TIlnquestionalbly, many physicians, w•'ho have all o;wnelrshi ) interest
in a facility, are not 1{otaivtyted b*y that interest in their treatment
of patients. Nonetheless, there is always the appearance of a potential
or implicit conflict-of-interest in physician ownership of a health care
facility or service in which he treats his patients in terms of admissions
policy, the range and frequency of services supplied, and dates of
patient discharge.
Abuse Revealed in Some Cases of Physician Ownership of Facilities

There is a requirement in Title 19 of the Social Security At that
States maintain a current list of owners of interests of 10 percent or
more in skilled nursing homes. The staff requested those lists, and then,
on a saml)le. basis due to the massive amount of material received,
cross-checked on physician-owners of nursing homes who had also re-
ceived p)a.yments of $'25,000 or more from medicare in 19MS. On the fol-
lowing several pages are reproduced the medicare payments records
of some general practitioners located in small towns in the State of
Texas. Phese physicians each have financial interests in skilled nmursing
homes and in some cases proprietary hospitals as well. 'Tlie amounts
and patterns of charges are unusual. In particular the frequency of
visits to institutionalized patients and the aggregate amounts billed
for such visits as well as for injections and laboratory services indicate
an obvious need for thorough followup.
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Summary of Physician Reimbursement Under Medicare Calendar 1968,
6roup Medical and Surgical Service, Texas

SECTION B-MEI)ICARE REIMBURSEMIENT AND PATIENT
PROFILE

Allowed Numlbr of Number of
charges patients servicesType of service

PHYSICIAN A:

1. Total --------------------------- $84, 578. 50

Less deductible and coinsur-
alnce .....................

Amount reimbursed -.----
2. Visits:

(a) Office visits .. ............
(b) florae visits .............

Nursing home visits ------
(r) Hospital visits ------------
(d) ECF visits ...............
(c) Out-patient clinic visits_-

3. Surgery:
(a) Surgical ................
(b) Assistant surgery_ ........

4. LaboratorY tests .................
5. Diagnostic X-ray_ ...............
6. Therapeutic X-Ray. .............
7. Physiotherap.y ..................
8. Injectable drugs:

(a) Injection only -----------
(b) Office visit with injection..
(c) flor1e visit with/injection_-

9. Psychiatric counselling ------------
10. All other:

(a) Consultations ------------
(b) All other ----------------

351 17,099

27,238.42 ------------------------

57,340.08 ------------------------

12,755. 50 286 2,554
3,056. 00 47 306

870. 00 28 77
38,326. 00 174 7,239

0

1,299. 00 :38 74
5.00 1 1

8,360. 00 239 1, 841
2,050. 00 92 1770

281. 00 6 59

12,856. 00 298 4,198
1, 264. 00 66 206

223.00 9 200

0----------------------
3,233. 00 123 347

PHYSICIAN B:

1. T o tal --- --- --- ----- -- ------ --- --
Less deductible and coinsur-

a n -ce ... . . .. . . . . . . . . . . . . . .

Amount reimbursed ------
2. Visits:

(a) Office visits --------------
(b) Hom e visits --------------

Nursing home visits ------
(c) Hospital visits ...........
(d) EFO visits .......
(t) Out-patient cl;h1ic visits_ --

3. Surgprv:
(a) Surgical -----------------
(b) Assistant surgery

4. Laboratory tests .................
5. Diagnostic X-ray ................
6 Therape itic X-ray---------------
7. Physiotherapy_ ..................

117, 824.50 300 14, 338

33, 978. 14 ......................

83,846.36 ------------------------

8,167. 00
1, 620. 00

83, 020. 00
8, 3--09. 00

0
0 - - - - - - - - -

679. 00
405. 00

10, 461. 00
714. 50

0
0 - - - - - - - - - - - -

208
29

104
69

19
9

1,355
154

8, 332
1,378

21
9

208 2, 136
69 76

35-719 0-70- 10
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Summary of PhySician Reimbursement Under Medicare calendar 1968,
tOr;tp Medical and Surgical Service, Texas-Continued

SECTION B-IMEDICARE REIMBURSEMENT AND PATIENT
PROFILE-Continued

Allowed Number of Number of
charges patients servicesType of service

8. Injectable drugs:
(a) Injection onlh-.
(b) Office visit with injection.-
(c) Home visit with injection.-

9. Psychiatric counselling ............
10. All other:

(a) Consultations ............
(b) All other ----------------

PHYSICIAN C:
1. T otal ---------------------------

Less deductible and coinsur-
a nice ..... .. .... ... .... .

Amount reimbursed ......
2. Visits:

(a) Office visits --------------
(b) IHome visits -------------

Nursing home visits ......
(c) Hospital visits........
(d) ECF visits .....
(c) Out-patient clinic visits.. --

3. Surgery:
(a) Surgical -----------------
(b) Assistant surgery ---------

4. Laboratory tests -----------------
5. Diagnostic X-ray ................
6. Therapeutic X-ray ---------------
7. Physiotherapy.
8. Injectable drugs:

(a) Injection only.
(b) Office visit with injection..-
(c) Home visit with injection-

9. Psychiatric counseling ............
10. All other:

(a) Consultations ------------
(b) All other ----------------

PHYSICIAN D:
1. Total ...........................

Less deductible and coinsur-
a lice -- ----------------- ---

Amount reimbursed-

$3,731.00
188. 00

10. 00
0 . . . . . . . . . . . . . . . . ..- ------

15. 00
205. 00

158
7
1

1
12

84019

I
16

65, 769. 60 183 13, 132

19,345.32 ................... .. .

46,424. 28 ------------------------

12,008.00 155 2,539
11,913.50 104 1,412

92.00 2 10
7,319.00 45 1, 114

0 ------------------------

985. 00 40 100
100.00 2 2

6, 466. 00 129 1, 618
1, 987. 00 71 1460

15.00 3 3

17, 799. 50 167 5, 372
2, 780. 00 53 362
2, 872. 00 59 272

0 . . . . . . . . . . . . . . . . . . . . . . .

7.00 1 1
1, 425. 60 43 181

74,037. 67 276 13,797

22,655. 8 1 ----------- -------------

5 1,38 1.86 ------------------------
2. Visits:

(a) Office visits ------------- 5, 261.50
(b) Home visits -------------- 386. 00

Nursing home visits ------ 5, 645. 00
(c) Hospital visits ----------- 5, 646. 00
(d) ECF visits --------------- 0
(e) Out-patient clinic visits_ -- 0

3. Surgery:
(a) Surgical ---------------- 1, 884. 50
(b) Assistant surgery ---------- 0

228 1,229
12 48
14 706
79 997

52

------------------------

96
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Summary of Physician Reimbursement Under Medicare Calendar 1968,
Group Afcdical and Surgical Service, Texas-Continued

SECTION B--MEDICARE REIMBURSEMENT AND PATIENT
PROFILE-Contin-ied

AiI,,A ed Number of Number of
charges patients services

4. Laboratory tests -----------------
5. Diagnostic X--ray ----------------
6. Therapeutic X-ray ---------------
7. Physiotherapy ...................
8. Injectable drugs:

(a) Injection only-..
(b) Office visit with injections.
(c) Home visit with injections.

9. Psychiatric counselling ------------
10. All other:

(a) Consulations -------------
(b) All other ----------------

PHYSICIAN E:
1. Total ...........................

Less deductible and coinsur-
antce ........ .. ..........

$7, 138. 17
4, 296. 00

0
1,448. 00

20, 571.00
5, 454. 00

12, 596. 00
0

235. 00
3, 476. 50

64, 030. 00

212 1, 397
212 1, 397
172 348

-------------.----------38 362

250
188
43

15
91

5, 086
1, 139
1,581

17
791

328 11,402

20,528.98 ------------------------

Amount reimbursed ......
2. Visits:

(a) Office visits ..............
(b) Home visits --------------

Nursing home visits.
(c) Hospital visits -----------
(d) ECFvisits ...............
(c) Out-patient clinic visits_.-

3. Surgery:
(a) Surgical -----------------
(b) Assistant surgery

4. Laboratory tests_
5. Diagnostic X-ray_
6. Therapeutic X-ray ---------------
7. Physiotherapy
8. Injectable drugs:

(a) Injection only.........
(b) Office visit with injection.-
(c) Home visit with injection..

9. Psychiatric counseling ............
10. All other:

(a) Consulations .............
(b) All other__

43, 501. 02 ------------------------

7, 63& 00
0

3, 540. 00
32, 204. 00

0
202. 00

675. 00
170. 00

8,437.00
704. 00

0
9. 00

4,193. 00
956. 00

0 . . . . . . . . . . . . . . . . . . . . . . .
0 . . . . . . . . . . . ..- -----------

1,800.00
3, 502. 00

261 1,465

17 708
209 5, 824

21 26

25
3

225
116

36
3

1,606
137

1 3

198 1,178
64 133

48
124

60
223

PHYSICIAN F:
1. Total ...........................

LL.,s deductible and coinsur-
ance__

Amount reimbursed ------

Office visits --------------
Home visits-
Nursing home visits.-
Htospital visits
ECF visits .........
Out-patient clinic visits.. --

94,015. 01 224 13,570

22, 794. 36 ------------------------

71, 220.65 65 ----------------------

7,057. 00
82. 00

2,060. 00
14,220.00

0
0

157
6
5

74

1,197
24

206
1,407

Type of service

2. Visits:
(a)
(b)

(c)
(d)
(e)
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Suommarie of l/ i/jhyv(aj I leibr'cment I Under Medicare Calendar 1.968,Oro,,ip Ml/edical andl Sir!fical Serrice, T'exas--('.ontinmed

SElCTIION B -M EI)I('A I f 1 I .Iil Isi:M ENT1 AN D PATIENT
PI4LEOII I-- (Contitited

A.llumotd Nimittlir of NIllimitt or
r ii, of 'li v Itt tehfal gv,, jia1t Itt ,,l v it e s

3. Siargtry:

(ta) Smrgical $970. 50 38 53
(Ib) A,-istat m,,-rgvrY 8). 00 2 2

4I. lb rl~m't,, tc'-i', :17, 597. 51 157 (1..5 7,5
••. 1)atgit~tic: X-ra\ _ _ 11, 01o. 00 140 692
6. T'h'rattliti X-iray 5. ()0 I 1
7. Phl i Iot hen 'plt I, 260. 00 65 2NS

(1t) Injection oldlv -5, 22)'. )) 135 1, 038
, ( )flt•c .\ i tl h ilii(vtfoll 2. 12S. 50 69 329

(c) Il)lii' ' i-it with iiji-tioli.l S,. 7,0. (10 54 1, 569
9. PIvc'liniltric cot .,•,litg 0 .

10. All o.thr:
(if) (C nlsllltatiowý,-. _2,44101. 00 (is 9

(h, All other-_. 1, 092. 00 42 I141

ii halilit io to v high ,ost bases reco', lized for
it I l'l) ' ()I*' Ilie(Iii l'e reilliblirll' ,l let(, s(1M echalls (s a \ ('ii "M ] S.O( 1' (,o(l-

sullitltg tir-i wli,, 1\ i• s•t1k ill ii,.tilitimis for w,-hi'h thIeY co.llsilt ) lt'me

frai,.ii-eft'e,, Il','rtv it',,'e, , f ,t'-n ,0,ý-ilwtoiti,. al(d )itr'hlast's froit related
ora:iiza:tion arro !.ze ,ten..• Social ,"eotrilt" has revt, ntl1 stel)li(,-ti).
its illi(tl., to delict :11id pi'ek eut il)l lse ill tlims al(ent are I tliatt activity is
(erta iil jih die and wmorthlwiile.

Conversion From Proprietary to "Non-Profit" Status Profitable

Altiilhr 'il.area ofI roll,'erli Iliili has impli':cationis. ll only I'mfr Medi-
,an, ,1Il .i,,etlicailI. bill :tl'-m oi' the tax collector illhl (.1\ a trend low'ard
4I ,.i:,_4in.i tglie stattl. olf I aIpr pritary hivalt I, 'ire faility to Ihat of a
"llolt-lrtifit" illi itllt jilt. For exaIlllplj.,I groll ()I*of ph'.'llI•l \s Whio own'1 a
fill iet;ily *rv I( p)it:1! with a It rdeireviOvtit rela'acellilenl cost (if g'2 iill OHl
tiiilit .lati1 a --fair market vzall'" of .t million (inc.lilsio of ;1good
\\ill. wc•) :1ad 'ell it for that -ilito aI itoit0-profitl orral.izati•, tn lhi'h
ii1e"v ill fI't •.ol t rol. TIh Ipri'chlh:t,- Iric•. itOliea 'roa i tile ,xt',t 'e"S of
r,,:ll flo\ to er elui,-- of the hiosll. lrior to lie tia-t f(':l l'er o ow'lel(,l-
-hIip~. I lie( llo'pita :Iiay *a e huolad am- eraire netticiiof2OYl Itbjt

to) M(1111i1it iv ta\. S200110 wmt~fttit~ beoiiio, t :x- 14e ii .4 aplied
tormni'l aInIvi('Int of, tlit illflat(d','I SIlmillion )tio. a pl-iriv(aý i with1
'ithe'r ile(iti-, oi' ';-li fllm -.llgch :- de-lreinl ioln) where. ill lnlrv( pat'. it
Iht'oitlle, '1li(tject to capital .fains. tax rates, railher thall ordinary income
rates.
A Iprii,'ipal probhlemn in I hle.e sitnal ions, is tilat, Itl(ndr etxisting law, it

is del•at ,le wheltlr Oiei l1tIerl'eal 'ltra ienlie Service c (an•lvl ' ltax-
exet• 4l:t t oat, to 11011olirt (I)s jlu a l, or ut rsing, hoi•,; (,nwaf1ig,_ ill
t rallsatl iOll of t his tylft', Ipart ivllarly where there is allegedly ari'nt s-
1engl I]l dealing.
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Examples of qhiftx From Proprietary to "Non-Profit" Ownership
Following is a brief, general description provided by the Internal

Revenue Service of transactions which illustrate what may occur
to asset valuations when proprietary hospitals are sold to nonprofit
organizations and where the purchasing organization pays an amount
in excess of the depreciated replacement, cost of the facility:

(1) Hospital A is an 80-bed hospital located in an urban area. It
is in a building 60 years old. Many of the facilities, such as plumbing,
electricity, etc., are obsolete and inadequate for modern hospital func-
tions. It originated as a business venture involving various corporate
and individual stockholders. It lacks any real emergency room and has
neither outpatient nor obstetrics departments. Some remodeling work
has begun on the facility. The owners of the l)roprietary Itosl)ital were
instrumental in creating a nonprofit corporation, formed to l)urchlae
and take over control of tile proprietary hospital.

The incorpornttors of the ollf)rotit organization owned over 50%
of the prop)rietary hosl)ital's stock. Over one-half of the board of di-
rectors colisists of stockholders in the i)roprietary corl)oratioll. An ap-
praisal of the fair market value of the lospital furnished to the
nonprofit organization used the income ap)plroach to evaluation, i.e.,
capitalization of excess earnings. It placed a value of $1,300,000 lupon
the hospital which was shown as the selling price. An Internal Revenue
Service valuation engineer, working with the assistance of personnel
of I li)ep eart ment of 1- ElW', a)l)lie(l a cost approachI to the evaluation
of thie hospital. Ills fair market vaiue, lIsed on depreciated replace-
ient cost was $243,000 p4. Ills position was that thle income approach is

not a valid Inil(tI of evaluating the worth of a floii)rofit hospital. It
is also note(d IhIIt the entire I llchiise price i,4 evi(h, ntl ,, to be rel)ai(l
out of the future earnings of tle hosl)ital, thius on-verting orlilary
income into capitall ga ins in the hands of the sellers. This tax matter
is current l pending.

(2) Hospital B is a 160 bed hospital. At, the time of sale, the build-
ing was 18 months old. It was set, ulp as a prol)rietary hospital b)y a
hospital administrator and a group of busiess men for investmeingt
lprp)oses. It has (levelol)e(l a large medical stair and is the only ihospi-
tail in the sulbrban community which it serves. The nonprofit organi-
zation is alleged to have been created by three disintereste(l (itizels
('oncerlielled with the welfare of the community. The owners of the pro-
Ilie'tarv hospital obtained an appraisal of the facility in the siui of

j5,(H00,t)0 and fuirnislhed it to the onpl)rofit organization. The fair
market value was arrived at through the use of the income approach.
The market and cost approaches indicated in the al)l)raisal reflect a
lower value. Relying on the sellers' appraisal, tile lion1profit orgati-
zaltioll pulchase(l thle hospital for $5,000,000. The sales agreement l)ro-
vided for the continued employment of the former administrator, who
was also a substantial stockholdler in the prol)rietary corporation.

Tihe administrator was given a good deal of control and authority
over the hospital's future operations under the selling agreement as
a iiieans of ,afcguardling the seller's interest since the )tirchase l)rice
was al)l)arent '.to he paid out of the future earnings of the hospital.
Two of the origilial shareholders were a(lded to tile Board of D)irectors
after the sale was consimniate(l. Tile IRS valuation enginlierl rejected
the income approach taken in the seller's appraisal as invalid for the
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sale of a iioiiiuofit hospital alld applied it cost all lerll. With the
assistance of TIFW experts. he arrived at a depreeiated rephllleeolnit
( ost of .2,91t),00tl ais tihi' fair unarket v'aIue of thi( hospital. The appl ia-
tioll for exelltitioll 1itidetr sevtioll 501 (e) (3) of the Ilit(r'i'l leh,'veite
(ode wits deniied itv Ile districtt D)irector. 'leh, 110ol'lOflt orga nizatioii
brolught s11it ill thee ('ourt of Clainls an1d thie matter is I%% w pending ill
litigation.

(3) 1 lospital C is a 2501 Ied hosplfital. Tiho bu|lildilg is 11 years old,
but 'olitaillns a 1ew witig with 150 beds. Tlie )lOiietiary lhoslpital was
forced l I)v U jijjitiier of Ihlysieias lilt ierested ill having a hospital in
whii.ht to jwa.tice. Tle, hio.fittal is located ill i large Irlt anl area. A non-
profit ol'gllization was created. i'hree out of seven nienlibers of the
Board of Trustees were former stockholders of the proprietary hos-
piUal. Tile ollicers alll d adl iinist ratol' of the propl'ietarv 'ho.lpital were
retailed Iby. ti( lie )l~lplfit organization. ll. aplraisil was obtained.
'he aplralisal lised tile ilivoilte aplpoach and placed the fair market
\altie at slight Iy over Ti:,)tlt).0tO. The leihospital was sold for $5,000,000.

'lw IlS \' 10ltat ion eirgileer in this 'Uase accepted the in'ollie apprloacht
US a validl 111,0,111, f (t'tablishi lug fair market vahlte.

'i', U %itie of' tile t• angible Ussets Was pfla(.ed lat $2,311 0,0()0 and the
inta bl,,,ii' a-,s.ts 01' goillg concerlN value of the hospital wvas fixed at,'2,7ý,l.),ow). Tl )I1 'h r lisitig, nlOllpltofit orlganizltio lll 1ihd plalis to l bein
a liii tl1ier (tf iew ed'li'tmail a in ! tra'Uillni g ploject.5. The organization
was held exempt Itilder section 501 (c) (3) of the Internal Revetie ('ode
bY the national office of IRlS.

14) 1loslvital P is a 120 bed ('Iill('. Most of the facilities were over
501 ya 'ars old at thlie time of the i'ransaction, but tile hospital hlad recently
('X )U iihd ft'ront 6;) 6to 120 beds. Its lpin'iplal purpose was thlie treatnleit
of' ilt('lal illness. It was begul by a plivaite practitioner a(d expanded d
its meditcal st aff' to include a nitiiibher of additional ow\ier-doIctors. The
1il1l'rofitl orgallizat ion was created Iw the sailie )lhlysieialls who owlnled

the ('liliti. The director of the proprietalry (1inic colitilued in charge of
tlite ln1p'otit elilic.. They obtained an applaisal whii Ibased fair
iiia'ket valtie (out the income .approach. The appraiisal indic'ated the
ialut, of the tangible assets to be $1,122,(000 and the good will to Ie
(;5(;,•tX)I. 'Thle clinic was sold for $1,700,000. The IRS appraisal, rising

the income a )lroach, agreed with the value, placed on tile tangihble
Ussit -. bit hlied tihte goo(dwill at $,200.00 I. For this r'easonl, lnonl'rofit
tax exenliption wais deniedd by the national office of the IRS.

Recommendation

ft, ij suggested that the (oininittee considerr requesting t'he D)epart-
nenlt, of lbe Treaslury to slilutit such legislative proposals or other
I'eCOlinllll(0iid"tioli5 aS inilav be deeliied liecesslirV to avoid ablise of tax-
tX'nilt statits anid capital gains treatilielit in'lthe sale or exclianige of
health iare facilities. l•lirticullarl, tile Ti'elasilrv should suggest meals
of vailnilng- suc'lt facilities which do not possess the ililiaiuillat i ve poteli-
liall stugl\4eest]d bY the exa-llilles stilinnitte liy' tile Internial Reveelile
Srice.
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With respect to asset valuations for purpo: s of reimbursement
11knder Illedicare alid 1( edi(aid, the staff has recommiended earlier in
this report that "goodwill" not lhe recognized as all element of cost
where ai transfer of ownership occurs. Further, depreciation expense
shouldd be recognized only on the same basis as in the tax laws-
straight-line historical cost.

?*ýcit I jt. 14



CHAPTER SEVENTEEN

REPORTING OF MEDICAL PAYMENTS TO TAX
COLLECTOR

Until ver re,,'ently, insuraiceO companies (including those 'partiei-
pating'in medicare), many Blue (V'ros-Blue 81hiel(i organizations, State
agencies participating in the rmlicaid program, and enC)loye.rs and
unions having self-insured or self-adujinistered health p plans did not
file information returns with the Internal Revenue Service when they"
made •ayments to (or with respect to) d(Ktors (lentists, am] other
suppliemi of medical and health care se'vicems ani gmds on behalf of
individuals.

O)n Novembier 13, 1969, largely in ri/ponse to views exprL'ssoI
during hearings lhe fore t'he Committoe on Finaince (heaLrings onv 'edi-
(14141 and Iiediai, July 1 and 2, 19t0.9), the I iiternal Revenue Service
r(vokod its prior pjolicyý anld announced tlhat hencefoirlh information
r,,u41,s would 1b, require, d with respi•t to payments aggrcgat, ing $600
0, more imiade to ai dstlor or other provithm. Payments made to vor-
lporatitIs ( including profi.ssiomlal .1vi,.e COl-)watioti set 111) by (loetors.
for tax purposes) were sl)Qcifieflly ex4elpteed from this roportling
mreq iremert.

o doubt, this 0lmmige in attitude •by the Interiml Revenue Service
and the pul)lieation of its new lxsition r(41uiriig information ret UI'IsI
with IvSectt to ijiedical payments made to do'tovi and other pro% mders
i)rompt]tl the conferees o01 tihe Tax lfot',, Aet to omit a Senate
amellndomnt, added to tihe bill by the ('mn(iitthv on Finan,'e I)folre tihl
ServiceO position w:,Ls mven-'I(. This Se•mae amendment ,,allhd for
detailed reporting of nletlival 'payments, ii'luding payments ,iiade to
an insured pel,'soi, either in rivnmmrsl•nient. for payments -he had made
to a dotor or other provider, or with r"espe't to services performed by
the doctors or ot her provider.

'Tlhe staff bel ie% es th• lr,,.inlt req imirements of the Internal lievewie
Serviee leave much to he, desi id. As al read noted, tihev do ,not cover
I)aylimetnts miade to (orporat ions. Nor do they cover the so-ca lIed indirot
ipayients-thoe 'paynients made to flwt insired who receives the
amount, either as reiimbiusmnient, for payment. he has already iima1oh, (11
who pnr'sumalyv will use the proceeds in settlement of aim milpUaid bill.
The stafl views this shortcomning of hlie pirt',,ett reporting m'e1jiii-wreent
as a sulbst ant ial defect, Whicihl can lead to mmmassive shifts ill liil igi1 prac-
tices bv doctors and other providers of lhealtfh care swrvicMs Seekig to
avoid having their p~ayments riqxrteI to t•he tax eollector. Sitcha
shift, could also have a serious implications with resxe~t to the lpmielnt
who may be unable to pay his doctor first and then seek reimlbi -Aii ment,
underhnis health insitranepolicy.

Another important defme, in the new reporting requirements con-
ceras t~he inability of the Internal Revenue•eSrvice torequire the payep

(145)
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to fiiurish t'he (hotor or other i)rovider of neolieial services, gomls, or
suppliies with a copy of the informal ion returini or similar statement.
W'e believe it. is iiil)1otaiit that t the doctor or other provider be
infornieAl of tite aiiiount reported to the Internal Revenue Service as
havinir hei paid with resl)eA. to sei•,'vs he rendered or groxls -andr
sill)llyp S lie fitI'n ishied.

Yet aiiother defect ill tit(, new reporting requirements is their failure
to implose it repl)orting resl)onsibility ulpoi Ipayees acting as condu() its
a111d who, ill fact, merely transfer the insurance pirOce(es to the tax-
IlaYl,t actually ren(deri'ig the Services. For example, Ili-ny clinics or0
associationls of doctors 1111i%. designate it xinigle (do('tor to receive piay-
Iiient for services rendered b1 1111 the (o'toi' ill the e'iiic 0' orasisocittion.
The saile could he true of motorss whlo join together in t pIr'ofessional
eiv'i,'e c.()oi'rpiation for tihe p)ra('tiice of medi('cine. The stail Ibelieves the

ill fotrm)'at loll l'eiiire(I under tile t enw Inter'ial c, (enue Service require-
iiiiit will not ibe verY uiset-ful its an f enforcementt dev'ice becausee IRS
(141iiiot kno'(w which (doctor received what p)o0'tion of a consolidated
gr'ollIp Ipaymvilt.

'i 'fortulately, these defect s lar'gelv refle('ct siortcomings in the stat-
ute itself, and few, if anwy of themn, •c'n be corrected iby further 'admin-
istrati ye act ion.

lr'roliabl'v the mol.st serious shortcoming of the present reporting11011 rel~iv'('l(t, howve\ el-, (0)u(.erlis wilet lir it is sulpported b~y the present

Tw. hle alljiilicable 4;tati te (,sec. (0,041 of the Ilite'inill lNev'enue ('ode)
rl(,lii re, ''all pI,'soi is egtage(d inl a trade or business :andl making payV-
mnelts ini tlie coul'sc of such trade oi' Iusilless" to render ai true ' l l d
:l'Icti i'te 1.etu1- i'epo(i'ting iaVinenits to another' person aggregating
.$;600 or miore duiiring t(le Y'ea'r. It has I),een argued that iaymlenits piaid
IbY :g1 11 iM,'•,e ,'oii l)alnv to or oil b behalf of a private ('itizen for health

41111d(, (),)s anad -en'• ices ai', not encoml)assed by thIis language. Rather
it is a g',, thiol Ie insill'ali'e ('oiiipahly, ill such cases, merely acts as
010I :1,.2 viy t' l Ihe p)'ivate ,'it izen. And, pursiniig the analogy, since the

,t' (' it zenl i,, lot re•ui•e'(d toi report I)yi 'nieiits he makes to his doe-
tor' for en'(Ie (('5lredered to hinm, iieither' is the ins ilasi'ce coiipal~iv.

Ilie linirlil lMvmRtei SN,'-'ice position with respect to this quiestioii
is -tate(l as t1,()1)%%ws ill the 16% ('lilt, rulingi l i g nivou(ving the e'ew repo(irt-
i II (r r'equirement(ll

Play'iepnk (if fees iindei' the p)lanls, programs, or 1)olii('es h(ire
COisi(l(,d'er(l to (loct(irs or other siil)plliers of health i'are sem''ices
:ic(- made(l, ill Ow oh ,'5(l',s, of the t('ath, or )liusiitess of the l)Ce'lo)is il{ak-
ig•€ tile p:l Ii •i('lt. Aceordiinglv, it is heltd that sl(' per'sons aire
)',(14 l11111I to tile' f'('i • 1s ().) %vlth respect to such l) liienlt', mad(.
(I Iirect lv to (1O('ton or, other u p•pliers. (Rev. Rii. 69-5959-Nov. 1;s,
l196;9.

T'lei, stalf lhas alre,•v (il,.'-ei'ved tiht the I'ew relpor'ting re(luii'emeiit
fails f() ,reqmi 'ire lvport of indirect pa-llyments (those mIade to a p)r'ivate
ilr,)n lii' a bill lpaid 0' to Ibe re(,,•ai(. t() a (to ctctor 0' ot hit'er p)rovider).

At this ji)iit %%v (expr'ess the t'ea'l that the coiitl'ro'eirs described ili tihe-
tw( ililie)(,iatle, lli''cti, ,li pa j):iriagri:plis (o0l(l (levelop into lit igation
W'hiiih 1)1i )i:n.(' the validity of thle I)n'e.ent reporting ri'eqiii'l('iit in
(toliit li()i. ve,:i's to coime.
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With a payer of dividends and interest now required to report pay-
nuents to a person aggregating $10 or more during the year ( with addi-
tional statements required of nominees identifying the principal to
whom they repaid the amounts) the present reporting requirements
with respect to inedical payinents seem particularly inadequate.

In the opinion of the sta'r, the committee should consider again the
sort, of comprehensive amendment it added to the Tax Reform Act.
That amen ment corrects and overcomes the defects in the new ad-
mninistrati ye reporting requirement and would provide the Internal
Revenue Service with information vastly more useful to it in enfore-
inqthe tax laws of the Nation.

Ihe |Patures of that amnendment are explained in the Report of tile
Committee on Finance accompanying H.R. 13270, the Tax Reform
Act of 1969, in the following terms:

"4. Reporting of Medical Payments (sec. 944 of the bill, sec.
6050A of the code, and sec. 1122 of title Xl of the Social
Security Act)

Present law.-Under present, law every person making pay-
memts in the course of his trade or business to another person of
rent, salaries, and a variety of other fixed or determinable gains,
profits, and income amounting to $600 or more in a calendar year
must file an information return showing the amounts paid and
the name and address and identification number of the recipient.

Under Internal Revenue Service procedures in effect, when the
bill was ordered reported, information returns were not required
of insurance companies (including those participating in medi-
care), Blue Cross-Blue Shield organizations, State agencies par-
ticipiating in the medicaid program, and employers and unions
having self-insured or self-administered plans, when they made
payments to doctors, dentists, and other suppliers of medical and
health care services and goods on behalf of individuals. These
organizations are now required by the Internal Revenue Service
to make information returns with respect to payments to doctors
and other sul)p)liers.

General reasons for chan•e.-Although these organizations are
now required by the Internal Revenue Service to make informa-
tion returns with resl)ect to direct payments to doctors and other
sul)pliers, there is no authority under existing law to require
reporting by these organizations'of payments made to the patients
for services or goods furnished by the suppliers even though in
normal circumstances they are paid over to the suppliers or
represent reimbursements of earlier payments made by the
patients.

The committee believes it desiral)le to provide specific rules
requiring information returns to be filed with respect to payvlents
in cxCess of $600 during the calendar year to suppliers of inedh.al
goods and services, whether the piLymnents are made directly to
the supplier or to the patient or other third party in reimburse-
ment for payments to the supplier. To omit reporting of payments
where they aire not made directly to the supplier could encourage
the use of indirect payments in order to avoid reporting for
Federal income tax purposes.
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1",'xplatiofl of pri,'mi.s .-- The (ommiltee hits added to tle bill
a provisioit requiring lhe filing of an information return for pay-
mieiits of $60() or more iiiade (fii'ilg the vcilelidar year to a supplieer
of medical goods and services. The reportil•g requirement (covers

yliVents to doctorsr, denlists, and other sl)ipliers of niedivail and
hthllIh care services. It also covers paiyviients for medical and

health care gomds and services such as medicines auld ortlhopedic
and ir0stliet ic devices, and ,.edicile and tt her goods and services
relldered, furnished or dispelnsed by doctors, dentists, and other
Suppliers of iliedivcils

I'lie requuiremenI also applies ltioiaymelts made to, aniy person
il reimlbur.s.ement for ImuI1 ils Ipaid or payabhalle to a suillplier.
For example, lili illill-allce cotpilll\ly 11111M:', relj)ort :as illyilllC1lt to
ii (octmr an all iollit paid by it Iti a patient ill reimlii)lrsenieni of
11niooints Iaid (I' payable ito the doctor by the jIatieilt.

All liymeills, whether miaide (lirelt Iy to t(ie Slippliel, or toanother iersoll it) reimllbllsellellt for 1am11ollits paid or payable to
tle Supjplier, titist be aggregaled ill dleterminiig tile illloullit paid
(hlriing the year.

The t'ollowiiig (exceteions from these requirements are provided:
) ThIeli reporting reqfiremenl does no1 apply ito piaymenls t10

made i tlhe course of it trate or Iusiness. For example, file re-
(ii'eliieiet applies to 1iii insrillance comliay that pays at iismiedi
jIatiell'• (lt! dotr hill for nie(ivli.l ..erviCes or rei mhil r.es tlhe insured
piatienlt fr ilie i•moilnt of ithe t(.tor lill, )•ilt it does not al)iulN
toI lhe ptIjell l ihi.elf whle lie puays tit d(otor, Ibect•e lie is o(;t
making lhe pamentl in tile '.oirl..'e of i I rade 41r Ilisiiie's

(2) The l)irmviio (h.os no0 1ppl hi i hle )yIyellti of \\'ages
.l object to withholding by an emIloyer (\\ithi rel,-e I to w hicht astatement is malde 11116et sec'tim•l 6i5! mnn to• t tx-

exempt organization described ill 'Ctil•l 501(c)0(3), (w' i tl ttlllelll
to lilt a'elicy or ilst( Ill IieIl t tilit I of the Uunited Statlf or it State
or political subdivisioll of a State.

(3) Tihe provis.oion doe,; Ilt)t apply' v to imvilleelts ftr gt)(ids or
serl'ices( dispepl.ed 01r supplied by 1w ti niniis tit lional lilltit'y.

(4) The relrlting required does 1o1 apply to al1y Ipyiielit to
till individual by his attorney or atenlt, or to any payment madeIby 11 persoll with reslpect to 'which r a return is made Ib y an\ other
p~el'sOll.

(5) I•I lihe (lse of itya j iieii ill settlemeni (f a 'lailim whichinchides reimbur.ement for 111oul~il.', paid or pa 'yable to it S~lpplier.

(If medtiial andti hlh ('acre s.er\ ic.es or goodts, repol)'ting is reCpfired
tldlv 1t, the extent tihat these amounts haie IiCe separaitely
idenitified to hie Iursol mtakiig the tiaymenlt (Tie Itain!ei
nIllUst contain determinable sult s 1 Steciilcti all riilitable Ito
identified Iuelm.ums.) For example, if ti (a-l.,lItllty insurer imtkeis it
Ill i ;u m ,ettllemenlt which elicoml.iseC 1o only llledical ex-
poCises but alsot compensationn for personal illjllies t)r 01, properlyt
dtiiiiage, lile Illedi'al exl)en.ies mullst ble rel)orted only to the extent
lhey have been ,euarately itlettified It the insurn('e ctmllly)t .6fi) In Inaly cases, thle amount of expenses for medical and

liealtlh care goods and services is greater than the atioiiit re-
iblliurised by the insurance collfpaniy. This may be the case, for
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example, where the insurance company reimburses only a speci-
fied percentage of medical expenses, or where no reimbursement
is made for a fixed initial amount., such as $100. The bill gives
the Secretary of the Treasury or his delegate regulatory authority
to p)rovi(le ?or the determination of the amount iniid to each
supplier in these eases where the reilnburselnent covers, more than
one sup)p)lier, and the payment does not separately state the
amount paid in reimbursement of amounts paid or payable to
each iul)l)lier.

The (ommittee recognizes that the provisions requiring re-
porting of payments to persons in reimbursement for amounts
plid or p)ayal)le to suppliers will impose an additional burden on
ilii"sUlI'llaWTe companies and other organizations from whom re-
porting is required. However, the committee believes it, is neces-
story to require reporting of these payments to prevent a shift to
indlire(t l)ayi"ent. of doctorss and other supl)liers which would
undermline tile effectiveness of the requirement that direct
lnyments be reported. The committee expects that the ('ommis-
sioner of Internal Revenue will work with the insurance industry
and with other reporting organizations to devise mc~ethods of
reducing the cost of complying with the new reporting
requirements.

The committee also recognizes that amounts reported las
paiyments to sup)l)liers whi('h are actually l)aymnenti to other
p)er'sons in reimbursement for amounts billed by suppliers will
not always accurately reflect the actual income of the supplier.
The committee anticipl)ates that the amounts reported under this
provision will be helpful to the Internal Revenue Service in
selecting returns for audit and in providingg background infor-
mation wvith respect to the au(lit of ret urns of suppliers, but it
does not intend that the reports be used its eviidence in themselves
of income received by tile sUl)l)lier.

The bill provides that the information sul)l)lied in the informa-
tion return with respect to any persoli is to be furnished to that
person on or before January 31 of the following calendar year.
For example, if a sel)arate form is supplied to the Internal Acyve-
ime Service with respect to eavh payee, a copy of the form is to
be sent to thie payee." (S. Rept. 91-552, 91st Cong., first sess.,
1969, ppl). 298-301.)

The staff observes that failure to adequately report the billions of
dollars in health care payments constitutes a major gap-if not the
major gap-iin thie IRS's Informat ion gathering l)roCeSS. Ihese health
insurance, payments, if fully and properly reported, will provide the
Internal Revenue Service with a more detailed and coml)lete picture
of the gross income of hundreds of thousands of taxpayers.

h'lie concern with seeing that these billions are routinely rel)orted to
I RS does not, imply any wrongdoing or tax evasion on the part, of
those receiving private health insurance payments. It Simply reflects a
legi inmate concern that our inconme-reporting system be as inclusive and
comprehensive as possible. Certainly, every honest taxpayer shares in
that concern.

I~Q 6 jcm L
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APPENDIX A.-ADDITIONAL TABULAR ANALYSIS OF PAYMENTS TO PHYSICIANS RECEIVING $25,000
OR MORE IN 1968

14

"4Table I.--Physicians reimbursed $25,000 or more under Medicare during calendar year 1968: Number of physicians
distributed by number of beneficiaries treated and by amount reimbursed

.[Excludes physicians known to be in group practice]
... . .. ... ---- i- . . .. .k-o--. .to.e. .. ..ro.. . . ..t.c.

Number ,of Ihvneficiaries treated

Number of physicians ...-.-........

U nder 50 --------------------
50 to 74 ----------------------
75 to 9! ----------------------
100 to 124 .......... .........
125 to 149 --------------------
150 to 174 --------------------
175 to 199 --------------------
200 to 224 ......... ..........
225 to 2,19 --------------------
250 to 274 --------------------
275 to 299) -------------------
300 to :324 --------------------
325 to 349 --------------------
350 to 374 --------------------
375 to 399 ---------------------
400 to 124 --------------------
125 to 449 --------------------
430 to 474 ------------------
475 to 499 -------------------
•500 to 549 -------------------
550 to 599 -------------------
600 to 649 ------------------

Number of physicians by amount reiubursed (in thousands)

All 150 and
physicians 25_-j. 9 30-34. 9 35-39. 9 40-44.9 45-49.9 50-74.9 75-99.9 100-124.9 125-149.9 over

4,284 1, 595) 960 552 340 226 432 111 40 10 18

8 5
43 29

121 81
256 149
355 193
411 198
431 204
421 168
408 152
281 94
281 81
217 65
155 34
123 27
96 18
88 13
70 10
51 7
56 5
53 8
48 7
21 4

6
23
58
72

105
120
117
112
67
61
43
39
27
19
16
7
1
2
7
2
2

3_
3

23
35
52
48
62
53
48
53
26
24
15
15
11
13
9
8
9
3

3
3

15
20
23
27
26
30
23
31
25
14
12
15
11
6
4
6
7
8
1

I 1
2 7
4t 7

10 23
15 14
13 14
17 27
20 34
15 29
17 34
19 31
18 16
12 23
7 20
5 25
2 21
7 14
6 18
7 9
5 15
1 3

4--------------------------
-1--------------------------------

3 1 ----------------
6 1 -- --- --- -- -- ----
3 2 ---- ---- ----- ---
3 1 ................
6 2 .---------------
9 ---------------- 1
2 4 1
1 1 ----------------

5 1I.....1
7 3 1 --------
5 -------- 2 2

10 1------- I --------
6 5 ----------------
3 4---. 1
5 ------------------------

r".1



APPENDIX A.--ADDITIONAL TABULAR ANALYSIS OF PAYMENTS TO PHYSICIANS RECEIVING $25,000
OR MORE IN 1968--Contihmd

'l'.ALE, 1.---iI'Iyiciall-I reilbbuhsed $25,000 or more under M'edicare during calendar year 1.968: Number
distributed by number of beneficiaries treated and by amount reimbou.ed-Continud

A /hysiciais

Number of physicians b! amount reimbursed (in thousands)

Numbler of lbenlLcliaties treated

650 to 699--------
700 to) 749 ------------------
750 to 799 --- ----------------
800 to 849 --- ----------------
850 to 899 -------------------
900 to 94t9 -------------------
950 tio 999 -------------------
1,000 to 1,199 ---------------
1,200 to 1,399 ----------------
1,400 to 1,599_
1,600 to 1,799 ----------------
1,800 to 1,999 ----------------
2,000 and over .......... .....

All
physicians 25-24.9 340-34.9 35-39. 9

25 2
23 1
20 1
18 6
8 2

17 6
14 7
50 16
28 2
2 1 --------
2 1 -- ----- -

32 -- -------

6 2
1 2
It 2

22 - - - - - - - -

3 2
2 1

13 7
11 3

7 4
5 4

40-14. 9 4,-49. 9

3

I

2
2
1

2
4

1

3
I

150 and
'0-74 9 75-190.9 100-124 9 125-149.9 o0,el

.- 32
6 ----------------
7 1 2 ----. . ------. . . .
3 1 3
2 1---- -- --.1 1 1 . .. . 1

3 1 1 1 1

2 1 1
2 1---------------------I2 1 1 1 1
2 ----------------. 1 -------

13 10 2 2 3

F , ý-v- - r



TABLE 1A.-Number of group practices reimbursed $26,000 or more under Medicare during calendar year 1968
distributed by number of beneficiaries treated and amount reimbursed

Number of physicians by amount reimbursed (in thousands)

Number of bene•ic,aries treated

Number of groups I -------
Under 200 -----------
200 to 249 ............
250 to 299 ------------
300 to 349 ------------
:350 to 399 ------------
400 to 449 ------------
450 to 499. . . .
500 to 599. .
600 to 699 ...... .....
700 to 799 ------------
800 to 809 ------------
900 to 999 ------------
1,000 to 1,199 --------
1,200 to 1,399 --------
1,406 to 1,599 --------
1,600 to 1,799 --------
1,800 to 1,999 --------
2,000 and over --------

All groups 25 2%. 9

905 203
89 45
54 31
87 32
62 21
73 10
52 8
44 5
66 8
46 4
42 6
32 5
36 6
54 14
42 5
32 2
22
1I --
61 1

30-34.9 35-39. 9 40-44.9 15-49. 9

145 91 56 58 152
26 10 3 1 4
11 4 2 1 4
23 13 5 6 7
17 8 1 4 6
14 18 10 7 10
12 5 8 9 9
10 3 3 9 12
6 4 10 20
3 7 3 -------- 20
3 4 1 ----- 14
1 1 2 8
5 2 -------- 1 4
6 2 -------- 4 8
6 3 2 2 7
1 3 2 3 2
1 5 2 3

1 1 4
3 1 1 10

50-74.9 75- 9.9 100-124.9 125-149.9 150-14D. 9

69

I
1
4
3
12

10
66

12
5
4
22

200 and
over

27 23 25 56

1------- ------------------

1 2-------------------
6 ------- I -------

1 2 --------------6 -- -- - I
1 2 ---. -. ---------.

6 4 3 --------
3 6 2 5
1
1

11 5

3 6
2 7
1 1

2 2

6
7
9
3

25

I Represents number of clinics and group practices so identified in social security records. Number of individual physicians represented Is not known.



TABLE 2.-Physician4 reimbursed $25,000 or more under Medicare during calendar year 1968: Number and percent of
physicians and of physician groups by average payment per beneficiary treated and physician specialty for selected
specialties

Average payment per beueflciary
(Oi dollars)

Number of physicians .....

General practice

Number

General surgery

Percent

625 100. 0

Number Percent

590 100. 0

Other surgery I Intel nal medicine I

Number Per uent

274 100. 0

Number

1, 184

Percent

100. 0

Under $20 --------------------
$20.00 to $29.99 ---------- I
$30,00 to $39.99 .......... 1
$40.00 to $49.99 --------- 5
$50.(00 to $59.99 .......... 2
$60.00 to $69.99 --------- 9
$70.00 to $79.99 .......... 18
$80.00 to $M9.99- 27
$90.00 to $99.99 ----------- 39
$100.00 to $124.99- 102
$125.00 to $149.99 106
$150.00 to $174.99- 82
$175.00 to $199.99- 51
$200.00 to $224.99- 39
$225.00 to $$249.99 - 27
$250.00 to $274.99 ----) --- 24
$275.00 to $299.99- 19
$300.00 to $324.99- 19
$325.00 to $349.99- 11
$350.00 to $374.99 -------- 9
$375.00 to $399.99 ........ 6
$400.00 to $4419.99 12
$450.00 to $.199.99 -....... 8
$500.00 to $599.99 -------- 3
$600.00 to $699.99 -------- 3
$700.00 to $799.99 - 1
$800 and over I

$150.
$150.

M\edmian payment aiotmt_-.Meanl payllinl :111olint ...

.2

.8
.3

1.4
2. 9
4. 3
6.2

16. 3
17.0
13. 1

8.2
6. 2
4.3
3.8
3.0
3.0
1.8
1.4
1.0
1.9
1.3
.5.5.2 -
.2

(I

2 . 3 -- -- --- --- --
0 ------------

2 .3 I

8. 3
9 1.5 12

45 7. 6 19
67 11.4 36
96 16.3 37
90 15. 3 34
71 12. 0 25
61 10. 3 22
36 6.1 20
24 4.1 20
23 3.9 13
18 3.1 5
10 1.7 10
7 1.2 4
9 1.5 4
6 1. 0 2
3 .5 3
2 .3
2 .3 2

0 2

$193 6 $196. 3
$187. 95 $187. 58

Median pilyment, amnount=$147.4, $196.3, $193.6, $129.8.

0.
0
0
0
0
.4

0
1. 1
4.4
6.9

13. 1
13.5
12.4
9. 1
8.0
7.3
7. ,
4. 7
1. 8
3.6
1. 5
1. 5
.71. 1

0
.7.7

2
33

16
30
60
79

103
251
200
143

85
54
37
32
20
22
11
6
8
5
7
4
1

0
.2
.3
.3

1.4
2.5
5. 1
6. 7
8.7

21.2
16.9
12. 1
7.2
4.6
3. 1
2.7
1, 7
1.9
.9
.5
.7
.4
.6
.3
.1

0
.2

$130.6
$129.05



TA BIJ 2.-Physicians reimbursed $25,000 or more under Medicare during calendar year 1968, etc.-Continued

Opthali

Number

Number of physicians.. 425

U nder $20 ---------------------
$20.00 to $29.99 ----------------
$30.00 to $39.99 ----------------
$40.00 to $49.99 ------ 1
$50.00 to $59.99 ------ 8
$60.00 to $69.99 ------ 4
$70.00 to $79.99 ------ 10
$80.00 to $89.99 ------ 18
$90.00 to $99 99 -..... 19
$100.00 to $124.99 ....- 72
$125.00 to $149.99 ....- 81
$150.00 to $174.99 ....- 52
$175.00 to $199.99 .... 49
$200.00 to $224.99-...... 42
$225.00 to $249.99 ....- 22
$250.00 to $274.99 .... 11
$275.00 to $299.99 .... 12
$300.00 to $324.99 ....-- 5
$325.00 to $349.99-.... 10
$350.00 to $374.99 .... 6
$375.00 to $399.99 .... 2
$400.00 to $449.99 --------------
$450.00 to $499.99_......
$500.00 to $599.99 .... 1
$600.00 to $699.99 ..............
$700.00 to $799.99 ...........
$800.00 and over ................

Median 1)aym(ent
amount ------------- $149.

Mtean payment
amount ------------- $141.

mology Radiology Urology Other specialties groupss 3

Percent Number Percent Number Percent Number Percent Number Percent

100. 0 223 100. 0 782 100. 0 181 100. 0 905 100. 0

0 5
0 81
0 43

.2 25
1.9 10
.9 5

2.4 11
4.2 8
4.5 3

16.9 7
19. 1 5
12.2 5
11.5 2
9.9 3
5.2 2
2.6 3
2.8 1
1.2 2
2.4 ..........
1.4
. 5 -- ---- ----

0 1
0
. 2 ---- ------

0 1
0
0

7

41

2. 2 .........
36. 3 ---------
19. 3
11.2
4.5 1
2.2 1
4.9 5
3.6 13
1.3 21
3. 1 92
2.2 194
2.2 165

.9 106
1.3 75
.9 39

1.3 32
.4 20
.9 2

0 2
0 6
0 2

.4 4
0
0 1
.4.........

0 1
0

$40. 7

$38. 19

0
0
0
0.1
.1
.6

1. 7
2.7

11.8
24. 8
21. 1
13. 6
9.6
5.0
4. 1
2.6
.3
.3
.8
.3
.5

0.1

0
.10

$159. 7

$160. 80

$121. 9

$141.57

2 1.1
16 8.8

2 1.1
9 5.0

11 6.1
7 3.9

12 6.6
6 3.3

11 6.1
16 8.8
13 7.2
17 9.4
7 3.9
9 5.0

13 7.2
3 2.8
2 1.1
6 3.3
4 2.2
.. _ 0
1 .6
4 2.2
2 1.1
3 1.7
2 1.1

0
1 .6

10
65
45
29
38
47
42
56
85

179
115

76
36
32
16
9
8
6
2
4
1
4

----------.

1. 1
7.2
5.0
3.2
4.2
5.2
4.6
6.2
9.4

19. 8
12. 7
8.4
4.0
3.5
1.8
1.0
.9
.7
.2
.4
.1
.4

0
0
0
0
0

$105. 0

$93. 76

Includes neurological, oral, orthopedic, plastic, and thoracic surgery.
2 Includes subspecialties such as gastroenterology, cardiovascular disease, etc.

I Represents number of clinics and group practices so identiqed in social security records.
Number of individual physicians represented Is not known.
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TABLE 3.-Physicians reimbursed $26,000 or more under medicare during calendar year 1968. Number and percent of
physicians and oj physician groups by proportion of beneficiaries treated surgically and by physician specialty for
selected specialties

General practice General surgery Other surgery 2 Internal medicines Ophthalmology Urology Other specialties Groups 4

Surgical treatment Num- Num. Num- Num- Num. Num- Num- Num.
ratio I ber Percent ber Percent ber Percent ber Percent her Percent ber Percent ber Percent ber Percent

Number of
physicians ------ 625 100. 0 590 100. 0 274 100.0 1, 184 100. 0 425 100. 0 782 100. 0 404 100. 0 905 100. 0

0 ---------------- 52 8. 3 2 .3 0 183 15. 5 0 0 76 18. 8 81 9. 0
Less than 5 ------- 281 45.0 17 2.9 3 1. 1 800 67. 6 1 .2 8 1.0 240 59.4 267 29. 5
5 to 9.9 ---------- 152 24.3 29 4.9 6 2.2 119 10. 1 3 .7 14 1.8 20 5.0 94 10.4
10 to 14.9 --------- 47 7.5 41 7. 0 10 3.7 28 2.4 8 1.9 10 1.3 14 3.5 77 8. 5
15 to 19.9 -------- 43 6. 9 40 6.8 12 4.4 21 1.8 29 6. 8 16 2. 1 6 1.5 81 9.0
20 to 24.9 -------- 16 2.6 26 4.4 14 5. 1 7 .6 37 8.7 15 1.9 7 1.7 79 8. 7
25 to 29.9 -------- 12 1.9 26 4.4 11 4.0 3 .3 29 6.8 10 1.3 5 1.2 61 6.7
30 to 34.9 -------- 5 .8 17 2.9 17 6.2 3 .3 46 10.8 23 2.9 2 .5 37 4. 1
35 to 39.9 -------- 5 .8 20 3.4 15 5.5 2 .2 38 8.9 36 4.6 2 .5 15 1.7
40 to 44.9 -------- 1 .2 23 3.9 23 8.4 3 .3 41 9.7 54 6.9 4 1.0 18 2.0
45 to 49.9 -------- 3 .5 31 5.3 20 7.3 1 1 41 9.7 44 5.6 1 .3 13 1.4
50 to 54.9 -------------- 0 33 5.6 19 6.9 1 1 43 10. 1 65 8.3 3 .7 5 .6
55 to 59.9 -------- 1 .2 39 6.6 19 6.9 3 .3 30 7. 1 77 9.9 5 1.2 15 1.7
60 to 64.9 -------- 2 .3 50 8.5 21 7.7 2 .2 28 6.6 95 12.2 5 1.2 17 1.9
65 to 69.9 -------------- 0 52 8.8 27 9.9 1 .1 22 5.2 105 13.4 4 1.0 11 1.2
70 to 74.9 -------- 3 .5 48 8.1 19 6.9 2 .2 12 2.8 75 9.6 3 .7 10 1. 1
75 to 79.9 -------------- 0 41 7.0 16 5.8 1 .1 7 1.7 54 6.9 2 .5 11 1.2
80 to 84.9 -------- 1 .2 31 5.3 11 4.0 2 .2 6 1.4 47 6.0 3 .7 6 .7
85 to 89.9 -------------- 0 15 2.5 6 2.2 2 2 3 .7 24 3. 1 1 .3 4 .4
90 to 94.9 -------------- 0 5 .9 3 1. 1 0 1 .2 9 1.2 1 .3 2 .2
95 to 99.9 -------- 1 .2 3 .5 2 .7 ------ 0 0 1 .1 0 1 .1
100 ------------------- 0 1 .2 ----- 0 ------ 0 0 0 0 0

Mean ratio ------- 7.8 45.3 45.6 3.2 38.3 56.5 3.0 12.0
Median ratio- ..... 4. 6 53. 5 51.6 2. 6 42. 6 61.0 2. 6 10. 6

I Represents number of beneficiaries treated by an individual physician or physician I Includer subspecialites buch as gastroenterology, cardiovascular disease, etc.
group for whom medicare received one or more bills for surgical treatment expressed as 4 Represents number of clinics and group practices so identified in social security
a proportion of all beneficiaries treated by that physician or group, records. Number of individual physicians represented is not known.

2 Includes neurological, oral, orthopedic, plastic, and thoracic surgery.



''ABiLE 4.-Physicians reimbursed $25,000 or more under medicare during calendar year 1968. Number and percent of
Ihywicians and physician groups distributed by proportion of beneficiaries treated in extended care facilities, and
y physician specialty for selected specialties I

General practice General surgery Other surgery 3 Internal medicine 4 Ophthalmology Urology Other specialties Oroups '

Nuin- Num-
ECF patient ratio I her Percent her

Num-
Percent ber Percent

Num- Num- Num-
Number Percent ber Percent ber Percent her

Number of
physician's-_ 625 100. 0 590 100. 0 274 100. 0 1, 184 100. 0 425 100.0 782 100.0 404 100.0 905

0 --------------- 340
Less than 5 .... . 178
5 to 9.9 ..---------- 28
10 to 14.9 -------- 20
15 to 19.9 -------- 12
20 to 24.9 -------- 12
25 to 9.9 --------- 1
30 to 34.9 -------- 6
35 to 39.9 -------- 3
40 to 44.9 -------- 4
45 to 49.9 .. 3
50) to 54.9 -------- 3
5.5 to 59.9 -------- 4
60 to 64.9 -------- 1
65 to 69.9 -------- 2
70 to 74.9 -------- 1
75 to 79.9 -------- 1
80 to 84.9 -------- 1
85 to 89.9 -------- 2
90 to 94.9 -------- 1
95 to 99.9 -------- 2
100 --------------------

Median Ratio_....
Mean Ratio ------

I Limited to beneficiaries receiving medical care. Excludes beneficiaries receiving only
other types of service such as surgery, consultation, diagnostic X-ray, diagnostic labo-
ratory, radiation therapy, anesthesia, and assistance at surgery during the year.

2 Beneficiaries treated in E C F's as proportion of all beneflclaries receiving medical care
(office visits, home visits, ECF visits, and nonsurgical hospital visits)

3 Includes neurological, oral, orthopedic, plastic, and thoracic surgery.
4 Includes subspecialties such as gastroenterology cardiovascular disease, etc.
IRepresents number of clinics and group practices so identified In social security

records. Number of individual physicians represented is not known.

8 230
6 36
9 6
9 1

. . . . . .
3 1

Percent her
Num- Per-

cent

100. 0

54. 4 471
28.5 92
4.5 17
3.2 5
1.9 3
1.9 2
.2 ......

1.0 ------
.5 ......
.6
5.

.2 .- - -

.3 .---
.2 .- - -
.2 .- - -
.2 - - -

.2 - - -

.3 .---
0

79.
15.

2.

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

342
38
11
4
1

1

83. 9 633
13. 1 432
2.2 46
.4 16

0 11
.4 5

0 8
0 4
0 9
0 6
0 1
0 3
0 3
0 1
0 2
0 2
0 ......
0 ......
0 2
0 ......
0 ......
0 ......-

53. 5 377
36.5 46
3.9 1
1.4 1
.9----
.4----
.7 ---
.3 - - -
.8 - - -

.1-

.3----

.3 - - -

.2 - - -

.2 ...

.2 ...

0

0 .....

00 3 -- -
0 3 -- -

8& 7 659
10. 8 106

.2 15
.2 1

0 1
0
0
0
0 .....
0 .....
0
0 .....
0
0 .....
0 .....
0 .....
0
0 -
0
0
0 .....
0

84. 3
13.6
1.9
.1
.1

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

643
202
31
13
4
3
1

1

2

84. 7
9.4
2.7
1.0
.3

0
.5
.3

0
.3

0
.3

0
0
0
0
0
0
.5

0
0.3

71. 1
22. 3
3.4
1.4
.4
.3
.1

0.1
.1

0
.1

0
0
.1

0
0
.1
.2

0
0
.1

0
5.8

0
.8

0
.7

0
3.0

0
.3

0
.3

0
1.3

0
1.5



TABLE 5.-Physicians reimbursed $26,000 or more under medicare during calendar year 1968. Number and percent of
ph/swian8 and physician gro.tps distributed by proportion of bene"firiries With in-hospital medical care of all bene-
]icrries treated, and by physician specialty, for selected specwiaties

General practice General surgery

Inpatient Num- Per. Num- Per-
Hospital ratio 2 ber cent ber cent

Other surgery 3

Num- Per-
ber cent

Internal medicine' Ophthalmology Urology

Nuni- Per- Num- Per- Num- Per-
ber cent ber cent ber cent

Number of
physicians ------

Less than 5 .------
5 to 9.9 ----------
10 to 14.9 ------ --
15 to 19.9 --------
20 to 24.9 --------
25 to 29.9 --------
30 to 34.9 --------
35 to 39.9 --------
40 to 44.9 --------
45 to 49.9 --------
50 to 54.9 --------
55 to 59.9....-...
60 to 64.9 --------
65 to 69.9 --------
70 to 74.9 --------
75 to 79.9 --------
80 to 84.9 --------
85 to 89.9 --------
90 to 94.9 ----------
95 to 99.9 --------
100 --------------

Median ratio
Mean ratio -------

625 100. 0

28
38
53
49
61
77
69
65
50
47
26
15
15
11
7
6
1
3
1

12

4.5
6.1
8.5
7.8
9.8

12.3
11.0
10. 4
8.0
7. 5
4.2
2.4
2.4
1.8
1. 1
1.0
.2
.5
.2

0
.2
.3

25.4
28.3

590 100.0 274 100. 0 1,184 100. 0 425 100.0

7
11
23
40
42
40
56
54
54
56
32
50
35
28
17
18
8
3
5
2
2
7

1.2 1
1.9 3
3.9 17
6.8 17
7. 1 26
6.8 26
9.5 26
9.2 26
9.2 17
9.5 18
5.4 23
8.5 28
5.9 10
4.8 8
2.9 9
3.1 3
1.4 3
.5 7
.9 1
.3
.3 5
1.2 5

37.0
:16.7

.4
1. 1

6.2
6.2
9.5
9.5
9.5
9.5
6.2
6.6
8.4

10.2
3.7
2.9
3.3
1. 1
1. 1
2.6
.4

0
0
1.8

34.0
32.2

7
10
29
55
91

104
132
126
121
108
92
75
55
41
33
36
21
17
13
11
5
2

.6

.8
2.5
4.7
7.7
8.8

11.2
10.6
10.2
9. 1
7.8
6.3
4.7
3.5
2.8
3.0
1.8
1.4
1. 1
.9
.4
.2

36.6
38.9

84
274
38
14
4
3
1
4

1

782 100. 0 404 100.0 905 100. 0

19.8 5
64.5 57
8.9 107
3.3 145

.9 110

.7 80

.2 68
.9 53

0 46
0 34

.2 28
0 15
0 8
0 9
0 6

.2 4
0 4

.2 1
0 1
0 1
0 .------
0

2.3
2.7

.6 83
7.3 32

13.7 22
18.5 28
14. 1 10
10.2 13
8.7 25
6.8 22
5.9 14
4.4 17
3.6 7
1.9 27
1.0 15
1.2 17
.8 18
.5 4
.5 11
.1 12
.1 6
.1 I

0 1
0 19

18.5
20.2

20. 5
7.9
5.5
6.9
2.5
3.2
6.2
5.5
3.5
4.2
1. 7
6.7
3.7
4.2
4.5
1.0
2.7
3.0
1.5
.3
.3

4. 7

27.8
28.5

73
46
65
65
68
57
73
73
65
58
48
51
28
16
22
10
13
14
7
9

12
32

8.1
5.1
7.2
7.2
7.5
6.3
8. 1
8.1
7.2
6.4
5.3
5.6
3.1
1.8
2.4
1. 1
1.4
1.6
.8

1.0
1.3
3.5

30.3
31.3

I Limited to beneficiaries receiving medical care. Excludes beneficiaries receiving oni)
other type of service buch as surgery, consultation, diagnostic X-ray. diagnostic labora-
tory, radiation therapy, anesthesia, and assistance at surgery during the year.

2 Beneficiaries receiving nonsurgical in-hospital care as proportion of all beneficiaries
receiving medical care (office visits, homne visits, ECF visits. and nonsurgical hospital
visits).

Includes neurological, oral, orthopedic, plastic, and thoracic surgery.
Includes subspecialties such as gastroenterology, cardiovascular disease, etc.
Represents number of clinics and group practices so identified in Social Security

records. Number of individual physicians represented is not known.

Other specialties

Num- Per-
ber cent

Groups'

Num- Per-
ber cent
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TAIIUJ, VriON OF D)%TA ON CMP,\NTivE AMOUNT OF REIMflUIu5EMENT TO
INI)IDIiIUAIL PHYCItyirNi JJY INIEDICARE"

A. sources of data
I)ata co,.1piled Ivy NMjj(licare's (,riotral office on total money amounts paid to

individual phlysii('ia.is uidler mI('ditre or to beneficiaries for service., provided
I)% him must Ihe tal)ilat:•t fromi the pavinment records that carriers submit to the
Administration for (ach pavineint. th,'y make uider the SMI )rogram. Payment
records contain the idehtific:ation number assigned to individual )hlisiciaw,' by
('arriers, the amount of reiimburs(ment, the flihsiejiat's specialty, and some
limited information about the type and place oI service. iy,v linking' records with
t he ,,ame i(lentifieation number, it is possible to determine the amount paid under
the program by a particular carrier to an individual physician or to a beneficiary
for services provided l)y' that physician. The name and address of the physician
are not reported in payment, records. The l)aymnnt record is the only Social
Security Administration record from which this information is available. l)ata
are also generally available, of course, from other records maintained Iy carriers.

B. Limitations of data
As indicated above, data on cumulative amounts paid to individual physicians

are based on the identification numbers shown by carriers in payment records.
Identification numbers are assigned by each carrier only to the l)hysicials in its
own service area. Since carriers may use the numbering system apl)licable in
their own business, no uniform nuiniber system results. Carriers may change
their entire numbering system over time, or may retain the system but change
the number assigned to specifics physicians. SSA was not always aware of such
changes since carriers were not asked to report them to the Administration prior
to February 1968. It is not certain that reports of number changes received are
entirely conu)lete.

To the extent that such change: occur and are not known, data derived from the
payment records on total amounts paid to a particular physician during it specific
time period May ibe a1,.,sigmmed to two or more number.. The effect of this problem is
to under.tate the number of physiciams receiving large total payments. Similar
understatement results from the geographic limitation of carrier service area;,
especially where a particular carrier serves only part of a State. For example, a
physician with offices in areas served by two carriers will have two identification
numbers-one assigned by each carrier. At present, there is no way for SSA to
identify sicI situation.4 and correlate data from the payment records submitted
b?, each of the two carriers involved. This phenomenon occurs nationwide because
of the fact chat all claim.. involving railroad beneficiaries are handled by a separate
carrier.

In some instances, it specific identification number may represent more than one
physician. This situation arises for physicians who are staff members of free-
standing clinics or engage in other forms of private group practice. Procedures per-
mit all billing for services provided to meoicare beneficiaries by physicians in
group practice to be rendered in the name of the group itself or in the name of a
single I)hysician. In that case, only a Aingle identification number is assigned to
the group by the carrier. The medicare central office payment records do not per-
mit identification of such groups; nor do they contain any information about the
number and specialty of physicians ini specific groups or the amounts paid to
individual physicians. Such information, if collected, must be obtained from the
carriers.

Similar problems occur in connection with the data for hospital-based physicians.
Data compiled from payment records reflect payments to individual hospital-
hased phy-icians only where such physicians bill medicare beneficiaries directly.
Many hospital-based physicians do unot bill beneficiaries directly for their serv-
ic,(,. Instead, bills may Ibe submitted on their behalf by the hospitals) for which
they work. Under that arrangement, all payment records contain only a single
identification number, thc so-called "provider number" assigned to each hospital
at the time it is certified to particil)ate in the medicare program. In some in-
stances, where hospitals submit bills for their physicians billing may be done in the
name of the head of the hospital department rendering the services. Payment
records for such bills will contain the identification number assigned to the head of
the department.

I Tabular data and explanation provided by Bureau of Health Insurance.
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In either event, no information on the specific physician providing services and
the amount paid him by medicare is available from payment records. l'urther-
more, the tabulation of payments to a p)hysician receiving payments from a hospi-
tal as well as through his own bills would only reflect his own billing,. Regardless
of the billing arrangement hospital-based physicians, including those billing di-
rectly cannot be obtained from SSA records. Identifying information and related
payment data would need to be obtained from carriers and providers.



APPENDIX B

Total Medicare-Medicaid Payments to Physicians Paid
$25,000 or More Under Medicaid in 1968

(163)



APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 1

State

CALIFORNIA

Identification
number of Medicare Medicaid Type of
practitioner(s) payments payments practice I

YYY20206Y $35, 908 $73, 179 2
Y YY20217Y 07,922 82,194 2
YYY20248Y 9, 790 34, 557 2
YYY20249Y 158,017 92,950 2
YYY20257Y 27, 106 65, 835 2
YYY20262Y 79, 434 35, 925 2
YYY20260Y 49, 123 54, 250 2
YYY20283Y 43,026 29,935 2
YYY20328Y 245,619 173,808 2
YYY20353Y 28,211 46, 149 2
YYY20373Y 88, 363 143, 605 2
YYY20394Y 84,011 111,358 2
YYY20396Y 14, 603 88, 120 2
YYY20418Y 193, 329 110,465 2
YYY20432Y 65, 539 118, 133 2
YYY20475Y 18,144 27,915 2
YYY20476Y 42, 181 79, 138 2
YYY20485Y 55,477 71,O99 2
YYY20493Y 20, 063 30, 393 2
YYY20494Y 51,396 43, 537 2
YYY20507Y 25, 299 49, 497 2
YYY20516Y 25, 370 29, 414 2
YYY20520Y 32, 005 25, 944 2
YYY2052IY 92,325 60,883 2
YYY20527Y 1,051 50,927
YYY20538Y 52, 436 45, 285 2
YYY20557Y 24,014 100,372 2
YYY20563Y 30, 546 31, 603 1
YYY20579Y 70, 103 101,982 2
YYY20582Y 20,527 28,912 2
YVY20585Y 380, 469 95, 547 2
YYY20589Y 46, 294 30, 064 2
YYY20609Y 21, 782 32, 113 2
YYY20612Y 7,923 42,312 2
YYY20619Y 5,125 44, 591 2
YYY20641 Y 38, 094 30, 934 2
YYY20644Y 9, 413 34, 768 2
YYY20662Y 11,902 82, 035 2
YYY20668Y 20, 631 42, 153 2
YYY20677Y 915, 000 203, 559 2
YYY20681Y 48, 903 104, 283 2
YYY20682Y 53, 222 54, 155 2
YYY20689Y 35,816 68,643 2
YYY20789Y 14, 259 26, 937 2
YYY20790Y 44, 522 49i, 387 2
YYY31936Y 30, 124 34, 779 2
YYY31937Y 16,333 36,552 2
YYY31950Y 6,319 27,690 2
YYY31951Y 16,930 30,499 2

I Excludes t hose physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
I1-solo practitioner; 2-group or clinic; 3-hospital-based.

(165)
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APPENDIX B.--TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAIlD $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

number of MNklicarn 'Nodicaid Tyi'j of
State practitioner(s) iayinent4 payinelits practice 2

CALI, FOtNIA--Coitint d YYY31957Y $34, 422 ,$46, 875 72
YYY31964Y 16, 531 90, 488 2
YYY31968Y 47,886 31, 591 2
YYY319SOY 3, 218 67, 776 42
YYY32539Y 1,494 44, 004 2
YYY32611Y 15, 190 :33, 393 2
Y Y Y32714 Y 2, 631 25, 000 2
YYY32716Y 7, 648 40,401 2
YYY32619Y 18, 112 52, 452 2
YYY33578Y 24, 398 54, 425 2
YlYY 33899Y 10, 282 42, 562 2
Y YY34193Y 32, 311 46, 144 2
YYY,343S5Y 9, 637 40, 762 2
YYY34512Y 10, 939 61, 396 2
Y Y Y34591 Y 69 2, 243 2
Y Y Y35212Y 5, 528 56, 035 '2
YYY35534tY 4, 133 31,425 2
YYY35939Y 8, 379 31, 606 2
YYY36241Y 3, 196 29, 816 2
YY Y36628Y 17 42,559 2
YYY37437Y 38, 082 56, 103 2
YYY37644Y 155, 221 42, 253 2
YYY37691Y 21,969 60,862 2
YYY37914Y 6, 562 73, 643 1
Y Y Y38023 Y 2, 691 33, 781 2
YYY381I7Y 7,654 29,946 2
YYY40970Y 2, 198 30, 183 2
YYY41275Y 5,823 81,437 2
YYY41344Y 3,514 26,828 2
YYY41753Y 6,758 46,056 2
YYY41767Y 7,853 48,665 2
ZZZP3001Z 3, 158 36, 594 2
ZZZP3705Z 52, 208 62, 550 3
ZZZP3823Z 1,470 46, 338 3
ZZZP3828Z 33, 995 75, 019 2
ZZZP4301Z 76 63,846 2
ZZZP5701Z 26, 239 28, 316 2
ZZZ20684Z 95, 215 147,519 2
ZZZ20685Z 183, 902 183, 349 2
ZZZ20688Z 55, 992 58, 455 2
ZZZ2069OZ 19, 105 96 925 2
ZZZ20691Z 9, 222 49, 295 2
ZZZ20702Z 143, 938 83, 833 2
ZZZ20705Z 21,256 28, 294 2
ZZZ2071OZ 93, 350 115,247 2
ZZZ20723Z 70, 745 95, 831 2
ZZZ20725Z 6,895 39,514 2
ZZZ20728Z .33, 465 176, 333 2
ZZZ20731Z 7,064 130,567 2
ZZZ20733Z 7, 605 26 051 2
ZZZ20734Z 13, 868 105, 269 2
ZZZ20736Z 11,631 52,320 2
ZZZ20737Z 10, 541 31, 142 2
ZZZ20738Z 7, 057 27, 626 2
ZZZ20739Z 3,913 163,982 2
ZZZ20742Z 140, 879 27, 536 2
ZZZ20744Z 36, 636 69, 103 2

I Excludes those physicians paid $25,000 or more by medicaid who (lid not also receive medicare payment.
I -solo practitioner; 2-group or clinic; 3--hospital-based.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Ident If cation
,lumber of Medicare Medicaid Type of

State practitioner(s) payments payment practice=

CALIFOIt NIA-Continied ZZZ20745Z
ZZZ20751Z
ZZZ20756Z
ZZZ20763Z
ZZZ2077OZ
ZHZ20775Z
ZZZ20797Z
ZZZ3005OZ
ZZZ30132Z
ZZZ30402Z
ZZZ30561Z
ZZZ30626Z
ZZZ30895Z
ZZZ30918Z
ZZZ31264Z
ZZZ31575Z
ZZZ31863Z
ZZZ31866Z
ZZZ31867Z
ZZZ31868Z
ZZZ31871Z
ZZZ31877Z
ZZZ31884Z
ZZZ31894Z
ZZZ31898Z
ZZZ31903Z
ZZZ31910Z
ZZZ31925Z
ZZZ31940Z
ZZZ31996Z
ZZZ32578Z
ZZZ32579Z
ZZZ32641Z
ZZZ32643Z
ZZZ32694Z
ZZZ32728Z
ZZZ32877Z
ZZZ32883Z
ZZZ32884Z
ZZZ32926Z
ZZZ33603Z
ZZZ3371OZ
ZZZ33812Z
ZZZ33916Z
ZZZ33917Z
ZZZ33974Z
ZZZ34000Z
ZZZ34069Z
ZZZ3.1082Z
ZZZ34178Z
ZZZ34250Z
ZZZ34291Z
ZZZ34333Z
ZZZ34373Z
ZZZ34637Z
ZZZ34902Z
ZZZ34946Z

$41,927
5, 396

52, 116
112, 164
14,921
16, 101

181,641
1, 536

41,209
9,105

37, 541
5, 390
2, 225

13, 215
37, 734
39, 625
15, 156
13, 067
10, 217
14, 352
14,701
22, 574
13, 782

204, 974
4, 855

15, 626
18, 796

152
245

32, 959
4, 734

17, 326
4, 550

17, 909
8, 789

29, 667
32, 049
24, 631
30, 293
40, 407
1, 981

25, 546
6, 474
3, 154
1, 930

488
83, 266
91,975

337, 132
34, 290
16, 396
92, 609
4, 232

11,630
913

14,270
7, 379

$45, 033
425, 111

66, 614
77, 854

187, 681
31,966
04,787
36, 746
52, 407
26, 576
79,429
41,074
76, 526
30, 222

120, 026
36, 736

156, 575
46, 317
47, 857
52, 476
42, 759
27, 789
44, 728
72, 253
86, 962
31,219

157, 743
35, 137
54, 437

154, 128
25, 339
50, 830

175, 619
58, 359

125, 912
63, 706

208, 506
36, 169
49, 195
41, 314
36, 829

274, 360
113, 710
27, 699
36, 999
47, 157
52, 263
94, 045

124, 015
40, 132
69, 857
67, 556
26, 288
71, 063
83, 831
44, 466
31,980

2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
22
3
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
22

I~xchluehs I ht,4s physicians paid $25.5,() or more by medicaid who did not also receive medicare payment
I -- .olo practltioner, 2 grotip or clinic, 3- hospital.babed.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 `-Continued

Identification
Ihumber of
practitioner(s)State

CALIFORNIA-Continued ZZZ35064Z
ZZZ35403Z
ZZZ35835Z
ZZZ36162Z
ZZZ36642Z
ZZZ36728Z
ZZZ36857Z
ZZZ36988Z
ZZZ37278Z
ZZZ37439Z
ZZZ37717Z
ZZZ37755Z
ZZZ37764Z
ZZZ37818Z
ZZZ37962Z
ZZZ38461Z
ZZZ40090Z
ZZZ4023OZ
ZZZ40640Z
ZZZ40677Z
ZZZ40963Z
ZZZ41017Z
ZZZ41087Z
ZZZ41408Z
ZZZ41783Z
ZZZ41993Z
0OA021920
0OA046960
0OA047830
OOA052810
0OA053880
0OA054220
0OA056970
0OA062180
0OA067450
0OA068020
0OA069740
0OA070570
0OA072570
0OA073630
0OA076430
0OA076670
0OA077260
0OA080780
0OA081210
0OA081320
0OA085670
0OA086890
0OA087820
0OA089850
0OA090140
0OA091230
00A092700
00A093670
0OA094670
0OA094840
0OA095180

Medicare Medicaid Type o I
payments payments practice

$15, 768
35, 797

1,341
3, 746
5, 171
9,100
0, 229
4, 931

14, 750
15, 528
11,237
13, 222
9, 206
5, 705

17, 417
5, 198
7, 064
2, 249
2, 628
2, 007

13, 714
2, 710

1I, 054
1,072

18, 047
36

8, 994
12,061
62, 385
12, 199
38, 897

10, 221
13, 592

810
804

1,092
734

16, 327
10, 386
11, 189

347
8,198
7, 374

28, 473
3, 629

20, 140
6, 871
2, 460

11,871
27, 329
5, 671

24, 246
46, 901
5, 944
1,70927, 398

$42, 357
35, 121
57, 234
60,470
60, 932
71,208
63, 199
26 053
73, 967
55, 906
83, 090
31, 595
30, 722
68, 080
90, 236
47, 896

196 068
32, 013
56,436
30, 368

118, 185
102, 322

27, 091
40, 228
31, 845
28, 376
29, 636
57, 202
38, 465
30, 070
42, 317
58, 793
26, 971
27,945
25, 646
35, 196
25, 895
32, 178
66 995
54, 849
32, 441
38, 699
25, 617
32, 501
41, 758
29, 420
30, 744
25, 994
41, 675
33 510
47, 694
26, 766
49 218
55, 892
33, 368
29, 188
25, 759

2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
3
1
1
1
1
1
1
1
1
1
1
1
1
1
1

1
1
1

1
l

1

' Excludes those phi) siciang paidi $25,N)o or more toy niedicaid who did not also receive medicare paynient.
2 I-solo practitioner, 2-group or clinic, 3--hospital-bmed.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Identlflcation
number of
practitioner(s)State

CALIFORNIA-Continued 0OA097670
0OA097990
00A100380
00A104210
00A104410
OOA 106720
OOA 107050
OOA 108980
OOA109070
00A109400
OOA 109430
OOA109910
OOA1 11760
OOAI 12460
OOA 114620
OOA 114630
OOA116120
OOA 118560
00A120020
00A120330
OOA121220
OOA121310
OOA122260
OOA122490
00A126230
OOA128940
OOA130270
OOA 132250
OOA134340
OOA136890
OOA137160
OOA138010
OOA140260
00A141620
OOA142100
OOA142250
OOA142680
0()A14,4220
O0A 144740
OOA 145420
00A146850
00A146890
OOA150860
OOA152270
OQA 153430
OOA154200
()OA155520
OOA 156290
00A157190
OOA 157880
OOA157960
OOA 158200
OOA1I 58270
00A158570
OOA159450
OOA161320
00A162110

Medicare Medicaid Type of
payments payments practice 3

$7, 694
12,607
24, 230
25, 327
15, 630
11, 196
23, 258
5, 860

117, 223
3, 933
7, 076

31,329
22, 343
44, 693
5, 891

19, 031
7,415
9, 844
3, 083

29, 662
3, 097

28, 005
3, 571

12, 924
6, 849

25, 884
7, 705

14, 226
18, 662
9, 549
7, 274
3,861
4, 126
6, 250
I, 306

13, 013
6, 458

24, 840
4, 529
3, 657
2, 982
1,404
3, 099
1,833
1, 683
4, 033
4, 692
1,038
4, 236
6, 043
2, 296
2, 838
1,590

14, 975
7, 157
4, 389

955

$101, 986
29, 082

105, 513
34, 321
38, 794
26, 311
29, 347
25, 542
28, 485
31, 571
28, 155
30, 787
27, 923
35, 265
34, 814
32, 686
29, 951
28, 071
37, 073
38, 405
27, 560
60, 201
44, 034
26, 648
25, 254
41,218
28, 386
35, 030
34, 667
28, 813
34, 237
25, 151
28, 048
37, 277
51, 585
30, 731
43, 737
26, 870
49, 193
28, 148
34, 639
30, 189
39, 433
31, 159
27, 704
37, 991
47, 418
36, 447
31, 333
28, 221
33, 528
36, 571
30, 260
25, 446
30, 545
28, 214
25, 309

1
I
1
1
I
1
1
1
1
I

1
1
1
1
1

I
1
1

1
I
1
1
1

1
I
1
1

I

1

1

I Fxcludes t hose ph,3 siciaus paul $25,000 or more by medicaid who did not also receive medilcare paymenti.
' 1-solo wraclitioner, 2- group or clinic, 3-lhospltal-baused.

35-719 O-70--12
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Medicare Medicaid
payments payments

CALIFOlNIA-Continied 00A162780
OOA 162950
OOA164240
OOA164340
OA164990
00A165470
OOA166600
OOA166670
OOA167140
00A167380
OOA 167800
00A169170
00A169420
OOA 169500
00A170340
00A170390
00A171740
OOA172850
00A173020
00A173370
OOA 173620
OOA173970
O0A174370
OOA175190
00A175490
OOA175560
00A177060
OOA177290
OOA177540
00A178170
00A179440
OOA 179950
00A180270
00A181140
00A182960
00A183060
00A183720
OOA183930
OOA183940
OOA 184180
00A185900
OOA 186610
OOA 187300
O()A 187460
OOA 187550
00A188120
OOA188420
OOA 188490
OO A 189050
OOA 189790
OOA 189880
OOA 190000
)OA190540

OOA 190900
OOAI91150

OA 191330
{00A191790

$4,333 $31,471
41,125 132,1975
14, 894 61, 187
5,194 28, 396
8, 839 25, 960
1,344 30, 526

991 98, 569
7,170 72, 191
3,1914 29, 850
3, 937 30,9 14

16, 253 33, 353
1,169 26 176
4,475 74,712
8, 205 63, 149
1,998 37, 225
7, 350 49, 859
3, 808 29, 374
5, 802 54, 884

36, 020 33, 888
6,816 53,572
6,125 31,481
6,491 34,470
8, 434 29,0 673

12, 541 25, 594
28, 167 71, 586
6, 595 42, 705
4,573 34, 516

19, 274 53, 557
2,295 31,706
1,288 25, 509

10,455 39,452
106 42, 656

11,259 20,364
1,158 35 787
9,182 38, 651
2, 567 38, 598

13,543 49,117
2,971 38,208

18, 190 31, 067
4,213 40,404

14,065 31,802
6, 455 26,799

12, 007 37, 433
9,419 30,938

24, 917 29,261
18, 587 31, 946

6, 534 25, 233
10, 453 33, 040
4, 419 31, 589

205 25, 181
3, 327 37, 108

'22, 372 33, 280
13, 765 66, 259
5,167 41, 126
9, 048 40, 563
2,474 48,012
7,174 34, 395

FX0EIludes {hlie pich1 ýians paid •25J,0s) or more, b% l edlwud N% ho dii not tl.,o rcclve ,mehcarr p'a mnt.
2I-solo practitioner, 2-group or clinic, 3-hoslital-b.L'ed.

State

Identification
number of
practitioner(s)

Type of
practice 2

1

I
1
1

1

1

1

1

1
1
I
1

1
1
1

1
1
1
1
1

1
1
1
I
1

1
1
1
1
1

1

1
1
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Stato

CAITF( lO1 NIA--- ('ou ithin ed

Ildent ilicat ion
number of
practil loner(s)

OOA I (2220
OOA 1923,40
OOA I192-t20
0O A I 92800
OOA 19;3770
OOA 194870
OOA 195020
OOA 1953410
OOA 195900
OOA 1961,40
()()A 196410
0()A 1964l80
OOA 198000
OOA 198060
()OA198240
00 A 199090
00 A 1995:30
Y Y Y205R0 Y
Y Y Y35938 Y
Y Y Y38039 Y
ZZZ342,15Z
ZZZ34753Z
0OA07 1970
OOA 1125410

O()(143020
0OA2010.10

()OA201080
00A201920
0OA202010
0OA206.100
0OA208620
0OA209350
00A2093(10
O0OA210640
0OA212380
00A213470
O0A21395.0
0OA2140.10

0OA214200
OOA215070
0OA215550
0OA216180
00A216980
0OA218150
00A218700
00A219720
00A219820
OOA220120
0OA220440
00A221590
00A222070
0OA223010
00A223910
0OA224810
0OA224960
00C102580

Medicare
p~ayzenlts

$6, 7T0
15, 107
37, 2692, 504
15p 311
5, 218

10, 725
28, 29¶D
6, 1.14
9f 634

329
13, 419
4, 7,11
9, (). 1

157
15, 62(61,1!10

154, 295
,584

4, 4151
3, 928

18, 377
I, ,184
7, 980

29, 183
14,, 016
17, 1(50
3, 993

631
350

2, 603
21

6, 233
5, 409
6, 764
3, 969

191
3, 758
5, 182
7, 431
5, 290
8, 497
3, 738
7, 130
4, 072
2, 504
1, 816

11,841
5, 06?
4, 67C)

11, (; 3
1, 183
S, 708
4, 713
2, 477
8, 137

Medicaid
payments

$33, 945
37, 074
29, 4.52
25, 663
42, 171
20, 790
29, 652
71, 666
.16, 753
27, 838
32, 328
290 823
28,252
35, 192
36 543
25, 1:32
32, 338
28, 662
56, 728
44, 897

201, 14:3

639 206
34, 791
28, 772
34, 813
26, 344
80, 90059, 136
47, 241
34, 029
39, 255
39, 335
63, 079
32, 839

127, 15
38, 446
42, 106
84, 811
:35,295
34, 589
27, 129
34, 227
78, 627
28, 477
46, 967
38, 904
32, 558
37, 426
41, 137
30, 933
26, 755
46, 007
71,398
30, 504
47, 892

Typo of
practico I

2

1

1

1

1

1

9
2
1
1

1

1

1
1

1
2

1

1

1

I Excludes those physiciims pald $250,W or more by medicaid who dId not alio receive medicare payment
I I-solo practitioner, 2--group or clinic; 3-hospital-based.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Identification
number of
practitioner(s)State

CALIFORNIA-Continued 00C104470
00C110780
OOC11130
000111360
O0C1 13220
000114770
00C114970
00C115390
OOC117340
00(1120650
000125420
00C125860
00C126090
00(0126530
00C127110
00C129050
0OC130820
0OC131600
0OC134150
00C135080
00C138210
00C139560
000141050
0OC1418,10
00C146740
00C148280
00C149280
00C152170
00C154490
00C158140
00C163450
00C166660
COC167090
00C168680
00C172800
00C173660
00C173700
00C175010
00C175550
00C176830
00C177160
00C178020
000178240
00(1178;00
00C178690
00C180170
000180510
00C180730
00C181340
00C181790
00C182220
00C182260
00C183940
()0C184770
00C186030
00C186280
00C188310

Medicare Medicaid Type of
payments payments practice 3

$3, 430
5, 101

10, 948
2, 112

38, 652
8, 288

10, 153
8, 520
4,171
3, 800
2, 683
8, 123
2, 819
1, 572
3, 779
3,127
4, 221

65, 440
4, 729
9,490
3, 075
6, 327
3, 430
4,160

10, 156
14, 878
1,297
1,351

400
3, 394

21,566
17, 670
5, 849
8, 789
1, 800
4, 270

676
11,318
5, 079

16, 846
52

100, 375
3, 219
4, 899

402
13, 645
8, 944

29, 942
64

17, 715
80, 202
2, 620

24, 359
24, 705
90, 736
1, 725

15, 755

$39, 293
34, 202
42, 079
43, 634
45, 076
92, 968
48,488
44, 960
25, 475
38, 038
27, 277
43, 767
30, 469
29, 960
25, 934
27, 233
35, 403
26, 754
29, 448
29, 259
35, 600
59, 143
43, 792
60, 926
43, 043
38, 135
40, 485
44,679
40,481
30, 925
27, 868
31,159
27, 713
30, 729
60, 541
36, 746
42, 132
49, 347
38,489
51,017
56, 608
33, 079
45,967
50, 937
31, 684
32, 568
30, 944
57, 446
30, 577
79, 610
29, 347
55, 637
27, 083
28, 234
29, 632
32, 434
42, 939

i Excludes those physicians paid $25,0)0 or more by medicaid who did not also receive medicare payment.
s I-solo practitioner; 2-group or clinic, 3-hospital-based.

1
1
1
1

I
1
i
1
1
1
1
1
1
1
I
1
I
1
1
1
1
1
1
1

1
1
1
1
1

1

1
1
1
1
1
1
I
1
1

1
1
1

1
1
1

1
1
I
I
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APPENDIX B.--TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

I "ontification
number of
practit loner(s)State

CAL! FO(){NIA-Contitmed 00C199130
O)C191760
00C192550
0(}(193200
00C193430
()0C193540
00C194330
001195160
00C196020
00C196120
00(1196680
00C 197030
00C199580
00C200430
00C200640
00C202470
00C203.S20
00C20:1900
00C205730
00C206420
00C207260
00C207450
00C207750
00C208360
00C208570
00C208950
00C209010
00C209050
00C209230
00C209250
00C209860
00C209890
00C210410
00C210670
00C210830
00C211530
00C2131 10
00C213690
00C213730
00C213870
00C214960
0OC215370
0OC215980
00C216280
00C216890
0OC217400
00C2188970
00C2196(;40
00C220610
00C220760
00C221000
00C2222270
00C222500
00C224660
00C225120
00C225290
00C225470

Modicaro Medicald Type of
payments payments practice 3

$1,676
55

939
6, 425
1, 973

15, 986
1,200
5, 806

8.5512, 9355
6, 754

9sl
2, 16722, 820

642
6, 847

13, 527
4,326

782
2, 32031, 556

4, 8:33
15, 229

558
4, 752
6, 681
2, 700

646
214

6, 462
1, 702
7, 741

784
12,415
11,673
14, 727

211
2, 744
5, 025
2, 162
6, 233

522
3, 059

12, 054
7, 407

606
737
22

1, 390
7, 568

13, 857
17, 187
8, 564

16, 341
lo, 133

356
8, 915

$45, 672
47, 069
40, 386
30, 373
62, 537
28, 63:1
27, 795
40, 118
31,634
36, 933
25, 429
:16, 511
30, 915
42, 451
38, 708
38, 429
54, 974
25, 883
53, 051
37, 323
25, 788
46, 307
37, 275
70, 163
31, 354
30, 649
37, 036
42, 403
32, 698
25, 575
33, 450
26, 763
33, 850
34, 459
41, 558
42, 010
94, 565
39, 257
29, 675
34, 915
35, 999
44, 776
38, 590
73, 214
39, 785
38, 090
55, 599
30, 603
35, 646
39, 662
37, 008
34, 915
28, 668
34, 144
29, 724
79, 730
45, 610

1

1

1

1

1
1

1

I

1
1

1

c h f, , t hI)h2sc1Is pdii ý25,(KjI or mor, b) i,'(hca1(1 wio did n(ot also rcit't, medicare paymn nt-5-soloir t itioner, ;-groupj or chnic, 3--lm.Hatal-I)ased.
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APPENDIX B.--TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAIl) $25,000 OR MORE UNDER MEDICAID
IN 1968 '--Continued

h~leiltilicatiool
nutiuibr of
pl aclt it ipr(q)

CALIF(O)RHNIA~- Cotit jutted 00C225540
00C229020
00C232000
00C232500)
000C234180
()(C234190
00C234360
()OC234860
00C235240
())C237050
00C238890
()OC239330
00C243300
00C243620
()OC244720( 000244920)

()OC246670
00C240720
()()C247820
()OC248600
00C249560
()0C252450
()OC252820
( )(C257080
00C257590
()00C258100
00C259180
00C262690
()0C262990
()OC269390
00C2704,10
00C271780
()OC271870
00('273030
()OC273210
00)C273310
00C270200
()OC279310
00C279560
00C279680
00(C282640
00C283650
00C287820
()() C295520
006)100160
()00G101070
000103730
00(s[107130
000C84300
)000,87,160)

()0(; 107750
)00(1 115030

1)00 123380
00)G(126110(((13 4 610
0)0)0C50660
()0()()560)50

Mehdlcare Mod(caid r Typo of
piayllwllts p)aymenllts plract Ice :

$282
41, 684
3, 030
6, 523
6, 763

14, 1035, :355

I1, 147
6, 710
:l18

108
1,! ,92
378

10, 528
7, 806
:1 158
5 235

10, 642
6, 047

896
3;9, 650

110
120

41, 337
1, 9)39
3, 997
3, 654
4, 136

144
12, 708

141
I, 042
3, 651
I, 937
01, 580

62
8, ,836

4)9
3, 523
6, 5)87
I, 271)

: 16
954

22
20, S27
I5, 302

565
23, 755')
13, 132

43
4, 375

1), 773
7, 930

1., 701
5, 598

25, 850

$93, 238
26, 553
28, 814
26, 842
40, 631
33, 583
315,1994
,l6, 198
65, 985
14, 690
17, 450
40, 527
28, 020
19, 813
33, 731
42, 952
62, 227
28, !535
38, 027
25, 761)
:14, 581
30, 203
36, 196
37, 272
25, 135
:11, 293

152, 458
52, 881
30, 369
26, 27
57, 166
31, 122
35, 852
61, 5)04
32, 295
:11, 020
39, 926
26, 074
32, 790
25, 338
37, 278
29, 154
27, 001
30, 3174I1, 01ls

46, 4167
25, 12.1
55, 177
25, 6411
27, 535
50, 285
51, 171
36, 05 1
25, 747
54, 845
'I0, 605
31, 740

Excllitles th).10' ;jl!',&lll,&i )ll j lihl - I25,(K i ,i) o I b%, 1 1caj, ldl % tint)dhl l,)l lt,, o letiwiVi' 1he1tdiCV, i)AVN'litt.
:I S010 liMINWlll 1PI. 2' 914111) o1 c'lilil('; 3- hoslpllal-hse.•.
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APPENDIX B. --TOTAL MEI)ICARE-MEI)ICAII) PAYMENTS
TO PHYSICIANS PAIl) $25,000 OR MORE UNDER MEDICAID
IN 1968 '---Continued

identiflcaliuwi
inmber of
practitionet (s)

CALIFOIl NIA -- ('ontinued 000(C584 10
000C67180
000C6865()
000C70490
000C73390
000) 767350
000C77380
000(•8570
000(1906601
()000C1640
000C92500
()00(C'92760
00( )C948-10
I 000C98010
000 )08C9270
0006(;I 13,10
000( 163190
000() 8390
000G 19090
000(419190
000))(;19220
( )00( 20400)
000( ;20570
000G2) ( 22590
000(;2318O
000(Q23650
000(GO21770
000624970
(0V) ()'298.10
0 )f )0(29920
000( ;33680
000(33990
000G34300
000G3,1660
000()(51350
000(t'34920
000G3.3170
000G37100
000 037110
000(;1029o
000614078(0
0()(0644800
00064(1W5700
00()(46300
0)0 )G4843(
(00048920
000G()(55070
000)()5641(0
000) (156930
I If )0( 0 62180
I fl)) (624180
)00(;62700

()00(()G67781)
000G171.590
01 )(I() 72.IQ0
000G7,1180
000( ;75470

Mudicaie Medicaid Type of
payments jmlyllliellns practice 2

.34, 213
41, 842
1,, 302
7, 604

tO, 709
576

S, 36:1
3, 2(8

14, 366
m0, u19
15, 278
12, 238
2, 839
8, 91H
t, 492
2,11018
9, 492
1, 0:1"7
3, 64.I

I18, ,168
I1I, 265
1, 119
1, 372

6:3, 929
7, IS S
6, 296
3, 39:1
9, 936

! I, .168

2, 125
7.217

377
15, 4l,83

679
12, 384,
I, ,468

:3, 296
I, 110

977
3, 753

16, :136
16, 96S
2, 4.99

1.I, 01:;
11, :36.
I13, '194t
:j, 358
3, 8•23

3, 512
21

21, 020
I, 726

20, 357
17, 0)661

132
12, 723
*I, 233

$28, 522
79,1498
:11, 665
28, 503
64, 152
27, 204
27, 467
:32, O96
38, 720
34, 339
28, 733
:12, 786
40, 775
32, 513
:16, 679
29, 128
.17, 126
301, :188
,16, S83
38, 866M,1( 35:1.16 335:

100 O07
52, 7.S3
34,1 262
111 193

.16,1 .14)

25, 708
:35, 908~
:4, o039
:3-, 2S4
27, 22S
37, 330
69, 572
32, 648
26, 384
3 1, 143
6,5 032
26,9 80
39, 881
26, 562
27, 24.
29, -131
:37, 565
5, 783
27, •81
29, 509
10), .480
27. 180)
29, 082

101,061
30, 321
34, 667
:16(. 6(85

SExclllfi"; those plwll c ,I(it;' pmld ,:25.1ommlim ime h% li114-ltulld m, I4) did 11111 ý11,so) wev,1e illoli.l,111. pj) lilt nliý olo |pim tilloliti _2 cl ollll )(1 rfllnh. 3 ho1lw11fa-1Imm'd
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APPENDIX B.- TOTAL MEI)ICAIIE-MEDICAII) PAYMENTS
TO PHYSICIANS PAIl) $25,000 OR MORE UNDER MEDICAID
IN 1968 1--- Continued

i dntllicatloll
Ium rb4'r of
practit io:tiv ,tlalh

(CAIFIOINI.A ('oillim-d 0006 75600
000 (;775190
000()78200J
0)0((82140
000(3 83890
000G86671)
000G86710
00() (;87070
0 )(0 089810
00 )G(93000)
00 G)()96.4 10
00006 2850
0000G() 3350
0000(;5700
I )000() 5960(
0000G17960
0 )( )0(G8910
000(1(97-80
00)020C('270
0 0 0(20 CA 41
0)020A31"50
0020A4,890
()1020A65140
0020A7670
( ))20A 81.10
0020AS52l
( )()20A.S S,7
0020A 81)61)
0020A9)190
01) )2o)A 91)9o)

00201l 090
01)20(' 12410
0020('1250
0020('1280
0020C1290)
0020C13:10
0020C1570
( )20A 103,o
( )20A I 08s5(
020A 11060
020A 12090
020A 1 2260
( 20 AU1290{

( )20A 1293o
020AI3 1:1
0)20A 1313 m)
020A 1:•670
020A 1399)0(I
020A l 1O0O

)20)A 1.1010
020A 141020
0 20,A 14 621)
)20A!14810

0 )20A\ 1,1861
)20A 111101)

020A 150i1)
020AO15010

Medical, MfdcAx l, 'Typo of
p),vyllvlt'l;l llhiylthlltý piracicel•

-$7, W146
7, 205
I, 8(1:1

8, )05
12, 925
I, 508

!I, 050
I18, ,I4t)
5,1'21)

l, 924
7, 75O)
3, ) 1:1

,1., 507
29. 3.t11
23, 811
10, 99)4
10, 853

., 175
2, 9)23
3, ,.,16
7. 8:11

2, 771
6, (105

I S, 263
!, 017

16, 022
I, 004)1
5, 8 52
6, 22.)

15, M)15
319, 712
17, 91.1
20, 711)

3, 652
18, 06s

5,173
8o, 5l(

A',3130

.101
I, 267
6,11 I5
,I, 505

6, I115

2. •13)
1, ()-II
6. 90-1
3, 183,1

19, 623
15, (18)5
17, 378
i1, 17s
I, !) 1)

15, 1)56

$73, 4t14t
316, 55:1

411, 117
:11), 01
45, 772
*12, 218

.1(m 015
29, 24

121, 1S8
40,9184
26, 890
50,t479
78, 900
-13, 55 1
29,837
28, 062
25, 712

26, 9491
40Il 025
39, 9)12
:12, 265

2S, 718:1
27, 4139
69), I(s1
3%, (112
27, 676
t1t, 533

419, 0161
82, 567
416, 525
:19, 676
.15, 028
36, 8.17
46, 615
26, 191
23,1{)11!)

61, 552
S8, 828
27, 80661., 4311

301), 928
31, 1 16
413, 9119
16, 071)
3(0, 211
42, .180
.12, 1) 10
36,I•3mI
25, 875
26, (096
3s, (is I
37, 1)11.I
9)0. 868%
26, 171
27, 161
:;S, A 47

I I'h lh'j Jil.Cdtlol %ii1i pall , u = , i, r25.O• ol 111441 i C 9 II. I ll kid %% I) (id lotl l-qo 1' 11.1% Ilr p l !1 ') I •, c i t l oll l' Ill'l , 2 ploil~l I r 3' lll,: horlqllt h.vw,,d
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '--Continued

Identificatioin
number ofpractitionel (5)State

('AIIF()I{NIA --(Contimiud )020A15680
020A 15760
020A 15790
020A 15980
()20A16390
020A16430
020A 16770
020A16820
()20A1726)
020A 17420
0)20A 17450
()20A 17700
020A 17880
020A18690
020A18830
020A 18930
()20A19710
020A 19900
020A 19990
020A20220
()20A20460
020A20480
020A20530
()20A20570
()20A20790
020A20880
020A20930
)20A21 130

020A21340
020A21360
020A21470
020A217.50
020A21810
()20A2201 0
()20A22)070
()20A22330
()20A22800
()20A22960
020A23380
()20A23400
()20A236 10
)20A23690

()20A237,10
020A237701
0)20A24000
020A2,1080
0)2(A24090
,)20A24 1901
)20A24200

0)20A2450111
)20A24710
)20\2,1790)

020A24 970
020A25230)
()20A2,5390
020A23750
0 2 0A2 .595 0

MeIOdicate Medicaid Type of
pIayments payments practice 2

$53, 591
10, 006
17, 565
3, 746
9, 875
9, 346
6, 060

1, 1303
9, 022
5, 864

10, 791
1, 674
8, 40W
4, 383
8, 474

54, 437
4, 911

15, 158
I, 477

13, l190
3, 973

19, 272
7, 542
1, 796
2. 033

I(, 688
10, 975
1,500

27, 240
3, 099

26, 774
7, 063
1, 317
6, 908
1, 6is
:3, 152

19,' -41
:I, -3):
., 427
6, 875
2, 682

16, 284
7, 5:37

.142
1,0)14
2, 267

14, 0614
2, 843
2, 25,3
9, ,1'8(
4I, 396

12, 972
2, 427
•1, 126
1, 197
-1, :124

10, 092

$26, 354
36, 422
62, 44
65, 103
30, 482
54, 632
79, 120
:16, 095
82, 333
42, 369
52, 880
30, 735
41, 275
62, 197
:35, 821
72, 083
35, '169
84, 066
27, 238
25, 444
47, 358
28, 99026, 033
28, 379
28, 130
419, 4156
29, 866
26, 822
.10, 044

:35, 191
57, 602
48, 206
29, 544
27, 4107
29, 168
27, 897
60, 230
31l, :326
25, 761
36, 532
,12, 019
25, 129
.19, 318
27, 769
96, 2:47
39, 134
3.s, 797
3s, 398
27, 802
118, 039
27, 476
;4s, .131
29, 89 1
I46, 736
84, 2341
50, 248

.1

I Ev.\1d,'1, t 4fh ,,'s lohl gII ,II' is 1 i ' ,2 ,,NI 11o iuv e o b h, h ,ii'dise p % lvll,1 I 11 P1,10 i~~tilloner,,. grilpoll O] 1lllc, 3 h •da-~.,,
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APPENDIX B.-TOTAL MEDICARE-MEDICAID
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Idontification
number ofpractitioner(s)State

CALI FORlNIA--,oiiitbued 020A26200
020A26370
020A26400
020A26650
020A26730
020A26970
020A27740
020A29260
020A29340
020A29750
020A30430
020A30440
ZZZ20696Z
ZZZ37127Z
ZZZ37963Z
ZZZ2077OZ
ZZZ31873Z
ZZZ32705Z
ZZZ35675Z
ZZZ4138OZ
YYY319365
ZZZ33612Z
ZZZ39046Z
YYY20619Y
ZZZ31O,5Z

('()IC)ltAD)() 000060042
000060011

0') N N 11CI'('TC I'T --- 4--(NNX'I C T A001462

A003521
A004085
A004685
A007354
A008510
A008794
A91 0891

1)E:L,AWA ItE.: 000000782
FLRID) 11 )A 1000006521(; I't() s ( A ! 115o11"

1051948
11055051 )
106389C
1107082B
10749611
110.46(;
104924W

11,,1NOIS 001607081)
003622192
001600087
001600157
001601878
101 60)1960
001 (60 1962
001602095
001602932

Medicare Medicaid
imyment3 payments

$17, 364
3, 048
1,327

10, 344
1,668
4, 507
3, 664
3, 429
2, 603
3,771
3, 329
5, 800
8, 406
8, 889
6, 952

:38, 957
1, 994
7, 958

25, 334
8, 238

'30, 124
14, 863
22, 970
5, 125

14, 757
3'26, 262144, 195

847
1, 681)

15, 489
10, 842

277
6, 343
4, 277

.)., 095
I, 4',I1
1, 27329, 519i

36, 444
:1I, 576
45, 969
29, 23427, 962
26, 594610

397
864

26, 044
14, 748

800
(167

I, 702
1, 436

$40, 040
41, 118
29, 637
31, 213
57, 995
49, 380
61, 724
90, 007
38, 955
25, 895
99, 857
41, 553
31,.540
32, 192
32, 375
32, 639
33, 645
33, 770
33, 804
34, 106
34, 779

132, 921
33, 300
44, 591
33, 586
:19, 526
39, 740
40, 892
28, 109
26, 108.3t, :352
27, 043
29, 689
27, 577
36, 196
311, 115
3 1, 5!93-
:16, 71)1)
30, 4104
29, :361
32, 237
311, 3142
37, 114
45, 354
32, 262
23, 797
98, 614
431:, 33451
27, 141)
5, 071

78, 426
:10, :-57
56, 827

IFxcIIudIfs t hon', ;1h% sidcia p;IaId f .I5,okIo or muom.' I) 11edicwid uIII(i inft also I IqeeiVv' ic,1 I IrI IeIIt' I I?I F oi) 10ac'ti hne' k,2-p goilI,)or linic;: 3 h1ios.pita.I-h.asiI

PAYMENTS

Typo of
practice I

1

1

'1
4
I

:1

:1
:1
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APPENDIX B.- -TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

State

Illll NOIS- Continued

Identilicatlon
number of
practitloiter(s)

001603063
001003635
0016036.t,
001003900
001603975
001603955
001604106
001604107
001604177
001604230
0)01604331
0)01604o4911
00160,1589
00)1604646
001604732
001604737

)001604785
001604796
00160491)
00160.1947
001604962
001604991
001605948
001606038
001606328
101606548

001606827
001606861
)01606954

001607468
001608910
001609173
001609650
001609686
001609796
)01009798

001609945
001620047
001623483
001623750
001624125
001624329
001625015
001628971
)01629998

021600002
)21600142
)21600197

021000310
021600311
021600355
021600402
021600470
021600521
021000605
021600682
021620201

Medicare
paymenCts

$1,5305
644
457

1, 065
I, 080

509
6, 676

8:1
:12, 206

1, 813
221
234

9), 0)2:1
3, 727
31, ,195
• , I1t8

126
8

82
52

4, 306
.128
99

4,1591, 956)

1, 059
19, 517

:3, 427
1, )68
1, 789)8, 698

1, 37612, 959
20, 471

518
t, 702

648
122
637

3, 084
44

i, 663
1,076
6, 200

219
9, 245

10, 972
550

1, 263
264
890

1, 339
620

I, 268
3, 126
2, 644

4

MedicaidIpayllolts

,$36, 50025, 496

25,o672
37, 980
47, o30
33, 2.5,4
98, 371
•13, 68,1
27, 299
87, 643
54, 446
:12, 220
66, 227
52, 850
641, 40.1
83, ,8()()
:)5, 60O
51,847
72, 574
33, 327
56, 098
95, 729
25, 947
35, 700
28, t860
25, 688
31,404
62, 420
30, 467
65, 825
7:3, 8491)
39, 481
60, 534
78, 111
:30, :30O
41,992
58, 181
57, 700
41,313
73, 760
47, 811
33, 600
40, 341
41,036
30, 784
54, 385
79, 593

103, 698
57, 311
39, 170
42, 266
35, 400
36, 120
32, 332

104, 872
102, 357
47, 551

TYpo of
practice :

Excludes those physicians paid $25,o000or moi1 I)y medicaid who did not also ecelve medicare payment.
2 I-solo practitioner; 2-group or clinic; 3--hospital-based.

II
1
1
I
!
I

I
I
I
1

I
}

I
I
I

I

1
I
I

1
1
I

1
1
I
1

1

I F
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APPENDIX B.- TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '--Continued

Stato
Medicare Mdlicaid Typo of

payments payments practice -

I LLI NOIS-Con tinued

IEN)IANNA

KANSAS

KIEN T UC('KY

hlontlflcatLoli
number of
practitioner(s)

210000152
3622291
3622621
3624975
3625841
3628581
:1629036
:1629007
:3620959
3634169
3636516
3636553
3630793
:1638162
36385603
000047171
000047539
000004385
000083141
000047434
0370771349
020177333
050277977
000002041
000003763
000003842
000002419
000002791
000003863
000003707
000003858
000001896
000001726
000003702
000003719
4374942T1)
7385365BA
2983494JF
29834941tW
:137230513BM
3372502AS
.3372512EN
3373249tE
:1412999RA
:1482206M 11
3483381(GS
:3483961R11
3485171CM
3657530EB
:3762221M W
:17653631P
:1782131DAI
.12767011)8
4323461 LE
4362441LW
4363532CS
4376701WC

$30
6, 454

28, 549
2222, 804

9, 024
t, 737
2, 377
t, 195
1, 983

12, 788
25

:1, 873
:1, 261

659
26, 216
22, 288

1, 796
30, 719
1, 84:3

.,5, 266
18, 1300
6, 8,14

.,, 105
179, 291

1, 191
91, 059

47, 412
22, 861

208, 852
7, 891

17, 839
120, 068
364, 132
44, 053
5, 468
8, 764

571
1i:, 031
27, 504

9,1943
1, 691
4, 624

999
I, 680
1 052

29, 518
7, 888
9, 275
1, 714

12, 731
44, 911
:3, 048
:1, :24

54, 732
IExclid dIs t I)se pl'vsiciais paiud ,25,0Of o1 1m(1,01 y3' medicaid %rho did not 11lsu a 1telve ,i:ef"icall paylll'IIt.

1--solo practltloiar; !2-groulp, o clinic; 3--hospltal-I)ascd.

$44, 781
62, 677
30, 404
27, 533
29, 118
33, 800
:39, 086
25, 236
25, 565
91, 349
46, 156

110, 806
44, 443
62, 207
52, 238
.16, 815
:32, 850
412, 865
25, 859
33, 576
72, 594
30, 536
:33, 200
-10, 289
27, 917
12, 683
25, 215
27, 401
25, 705
29, 453
27, 03:3
:17, 679
1, 822

29, 912
94, 256
11, 626

119, 768
74, 973
73, 374
28, 777

103, 255
26, 015
84, 979

108, 490
32, 521
28, 984
:32, 821
39, 217
31p, 533
41, 875
53, 680
29,1967
42, 030
28, 391
29, 970
388,426
3I, 646

I

I

'P

'P

I
9

2
'1

I
'P

I

I
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APPENDIX B.--TOTAL MEDICARE-MEDICAID
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '--Continued

Idoutiflcation
number of
I)ractitioner(s)Staff'

Mo(Icare Medicaid
IpnYlielits paymlents

KEN'I'ITC(KY - Continued

I,()t'ISIANA

4507758CB1
,1642941CN
.1732646T1(
4762520AP
5263346DIM
52636361t%'
5284545PB
5463113WC
5464035J(
54645061111
5731800PB
57326401113
5732960111B
5734520WS
5822344AAR
58455721(1
59350231I8
5982116JM
598211lOWB
6337585LA
6665103RC
66653354PS
6683200PM
(1722313 (Cl1
6722314MVW
7234444CT
7267664C1)
7434124("G1
7493456LI
7855811 G W
789351 IFB
7893511 GP
789)351 1JT
78948041011
7895351AC
8322171AN
8322171P()
83221711EM
84721211W
8643371JJS
8644444CW
86453011C
8855394JF
89547951)11
9272061Fi,
2482801 FW
24848620RM
27435431Es
28532211,M1
2918070R1,
016000000
028540000
016630000
017060000
024610000
016030000
075600000

$10, 514
1, 617
2, 245
2, 575

22,0)10
15, 0015
7, 768
.1, 600
2, 8241 O, 354
:1, 584
81, 551

368
654

20, 0749, 915

10, 372
7, 705

14, 116
5, 080

13, 161
7, 670
5, 817
1, 156
3, 948
1, 704

31, 951
:1, 775

652
1,766

19, 527
20, 427
6, 825

13, 994
8, 763
7, 753
8o, 592

26,)999
13,1 )22

416, 569
6, 338

18, 474
2, 852

397
446

14
.11, 137

376
1, 275

10, 888
15, 756
23, 830
38, 744
26, 773
12, 300
9, 048

19, 654

$26, 229
20, 382
51, 647
39, 816
44,1, 555
38, 273
28, 64028, 180

9)6, 345
55,818
29, 780
35, 403
39, 731
26, 007
40, 302
39, 753
31, ,1)•8
27,1977
.38, 167
30, 675
57, 641)
58, 755
80, 84028, 750
27, 055
410, 527
28, 705
:30, 476
35, 715
37, 705
37, 837
53 878
32, 026
27, 235
:32, 192
69, 448
48 420
45 626
42 996
06, 262
28, 115
42 468
26 495
40, 015
49, 365
29 642
27, 605
291 770
46, 021
29 042
34, 850
33, 506
46, 437
34, 560
21), 528
25, 287
28, 492

I
I

I

1

I

I
I
I

Excluih's those I)II',l)schials pIid %25'J,(X o01* 11101P 1).v yMedicaid who did ( Iot also cceiv' m, tce Icatepyment.
I .- solo pa vtitioner; 2- group or elinie; 3--hospilal-based.

PAYMENTS

Tyio of
practice 2
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Stato
Medicare Medicatid Typo o f

payments payiIoI01 I)ractico 2

LOUISIANA- -Contimted

MARYLAND

MASSACII HUSETTS

M.IICIGI(;AN

Identification
number of
practitioner(s)

016740000
005510000
010010000
000007642
000004314
000004688
000000554
000005338
000006920
000006281
000001804
000006350
000003124
000006917
000006060
000008433
000004436
000002017
000001609
000006172
000005104
000002000
000007550
M02620RU
N51016L1
N51270K)
N51274SK
B26012LE
XMI10290LE
M02104ST
M03781WI
X01809KA
B26111CO
X02571 MC
0001126000
000B46000
001829441
000826534
000C76000
000824393
005820345
000820830
002250305
000828036
001825195
000112018
00082033(0
002820947
000250683
000825208
000745374
000826289
000825118
000823910

$12, 679
19, 193
29, 453

8, 057
30

217
781

2, 715
677

15, 823825
2, 002
4,069

24
1, 890
1, 507
2• 923
7, 179

351
408
8604145

5, 568
14, 695
19, 513

1, 556
276

.1,0079, 909

4,166
19, 049

256
15, 775

228
103, 062
180, 040

0, 000
24, 279
59, 470
25, 371
2, 301
:1, 800
3, 113

823
9, 745
7, 419

14, 517
2, 763
6, 396

749
16, 358
2, 006

27, 554
567

I Excludes those physiciuias paid $2•5,t() oI more by aIedicaid who diid lnot also Iceceve Iidicali' 1)I. oniit.
I-solo prikctit loner; 2-group or clinic; 3-hospital-I ,ased.

$46, 094'29, 822

29, 938
49, 61(1
40, 781
45, 345
44, 450
37, 855
37, 285
37, 003
30, 819
35, 923
34, 704
33, 132
31, 822
31, 750
29, 955
9,9 658

28, 45126, 616

25, 634
25, 386
25, 339
43, 402
43, 402
35, 02635, 451

29, 574
29, 574
30, 90133, 350

25, 081
25, 210
20, 139
50, 388
.)5, 689
25, 091
27, 705
45, 092
39, 630
32, 801
)2, 846
34, 601
27, 089
26, 122
:12, 164
26, 178

100, 508
27, 997
44, 318
313, 510

107, 758
37, 259
47, 245

1
1

I
1
1
1
I

1

I
1
I
1
1
1

1

1
1

1
'1

1

1

1)

1

2
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 -- Continued

State

."M | H 10 AN-Contitnud

Identification
number of
practltioner(s)

000824667
00011959(0
000637337
000256464
000H21026
000824559
000829212
000826947
000823913
000633340
000828292
000825427
0001126031
000507505
0001136000
0001126105
0100613846
004822879
000825638
(00824554
000635430
000820061
()00(;31000)
000252261
000116945
0001111005
000829458
000825082
000820619
0)00112106:3
0)00800968
000824960
0105821795
(005820050
005821253
0105822252
005820491)
005820657
005820487
005821441
005250347
005730260
0)05250942
005821221
005610817
0105250418
005820846
005820050
008820680
005821355
005820213
005652174
005731968
005130265

Medicare Medicaid
payments payments

$1,096
6, 809
5,128
3, 307

928, 261
31, 462
5, 093
I, 766
4, 489

580
28, 552
6, 875

38, 525
132

40, 279
28, 489

7, 376
156, 927

4, 392
47, 504
-)2, 965-
32, 034

116, 7001
7, 3054

14, 695
:331, 638
41, 861
4, 889

38, 081
138, 683
20, 666
2o 346

292
7, 369
•1, 863

26, 430:, 061)
1, 327

19, 153
108, 526

14, 809
1,883

14, 525
2• 926
8, 180
2,120
1, 159

2414) 900
1,618
2, 705

55, 137
42

;1, 179

$122, 464
25, 152
33, 520
33, 208

266, 240
51, 475
25, 721
33, 132
34, 286
27, 467
35, 40634, 815

39, 872,12, 20(1)

42, 066
31, 865
48, 620
49, 687
90, 185

112, 451
28, '386
42, 661
72, 45627, 221169, 

061
296, 416

42, 8(14
26, 463
2,55, 541
93, 001
26, 966
3i6, 801
25, 047
63, 767
63,1954

203, 402
28, 5101
27, 412
312, 424
29, 811
47, :308
31,009
:5), 015
36, 418
29, 185
40, 461)
31,894
33, 639
29, 915
31,125
26, 724
41,718
2,1, 999
27, 271

I EWIhId|eS tlilost h,1,liliS laid $25.1100 or lilOrt' by iidhci duho did idolo zo I EI'i Vic iilddiciile nyiaiiiinnl.
I 1-.solo prictitioner; 2-glOl)u or clinic; 3- lislpitail-bi)iv(d.

Typo of
l)ractl- ice

I

9

I

:1

I
I
I

F t , I



184

APPENDIX B.---TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '--Continued

Identification
number of

.Sate practitioner(s)
Medicare Medicaid

payments paylIIonts

.MI I N N IESOTA

.\IISS() II

.•MONTANA
N EI1 IB ASKA

NI",AI)A

011795998
011796183
011798010
041010026
112797712
112797942
301797919
700610000
700010001
700610020
700610025
700610030
700610035
700610040
700610015
700610135
700610280
700610380
700610250
000006385
00006197
000000211
000000627
000004520
000004533
00000453.1
000004986
000004987
000005013
000005018
000005081
000005158
000005482
000005498
00000013:1
00000624,4
000006255
000006273
000006342
000008578
000000072
000250746
000250,12(
000230221
13111I)PX
BBCJZ
21071568•:
154228392
13614.t530
143247994
102228445
154148268
2100991
2104832
2105602
2100973
2109194

$18, 890
31, 874
3, 344

10, 568
21, 250

563
215

54, 556
20

258, 340
92, 904

183, 939
232, 877
136, 780

18, 941
38, 810
26, 915

3129, 026
25, 122
2:3, 383

9, 973
6, 210

.168
17, 558
28, 175
26, 283
20, 385
30, 640
12, 116
12, 945.18, 317

.14, 359
10, 901
i 1?, 484

8, 344
17, 8495

2.,, 757
37, 312

7, 820
16, 892
27, 393

8, 879
6, 482

85, 871
4100

25, 826
,1,.S-12

19, 544
21, 362
13, 7141
4, 58 1
:I, 602
2, 122

:1, 228
77

209

$.40, 105
:30, 732
76, 599
33, 915
33, 736
47, 631
36, 732
33, 426
:13, 426
38, 891
46, 656
33, 553
71, 340
95, 067
33, 017
41, 261
33, 071
35, 625
69, 975
36, 984
27, 268
26, 030
27, 278
27, 596
38, 494
'40, 956
30, 232
:14, 793
531, 470
32, 736
47, 100
25, 211
36, 636
4t 1, 596
27, 085
29, 092
30, 981
314,362
341, 196
27, 360
30, 137
44, 053
38, 07.1
32, 24l9
26, 162
21, 294
25, 66.1
II, 46.1

52, 756
37, 826
:12, 897
4:1, 778
.15, 082
57, 607
26 , 663
29, 9041
:1!, 309)

1
I
I)
I)

a)
9
9

9

2

1

I

I
I

!)

E Excludes ,tI•h s e )!1 siciaIs paid ' ýI h x (I25, 1(0) r I )lore by n 'ldicald who tud not niso I t • Ceive inledica n, i'.% n11.11
I - solo IwIactltionici; 2--g101l) or clinic; 3-hiospitill-lased.

Type of
practice•

#
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Idontiflcatlon
number of
practitioner(s)State

NEW MEXICO-Continued 21050)7
210493:1
2100175
2110057
2108489
2300935
2300926
2300348
2300724
2300559
2300265
2300274
2301154
2300412
2300687
2300375
2300971
2300696
2300917
2370088
2370006
2400035
2370198

NIEoW Y()OItK OOOOFOO06
0000A5901
0000A5917
0000B6900
0000B6914
0000137943
(000C4427
0000C4493
0000C5435
000OC5450
0000C5839
0000C6466
0000C6469
0000C7805
000OC7834
0000C7858
0000C8804
0000C8808
0000C8812
0000D0079
00001)0114
0000D0173
0000D0178
0000D0299
00OOE5103
0000E5112
OOOOFOOOS
0000E5113
OOOOFOO12
0000D1588
0000F0014
0000F0019
0000F0024

Modicare Medicaid
Impymnts imymenits

$3, 282
3, 709

848
141
355

1,121
80
45

6, 727
3, 022
2, 841
1,9025, 609

5, 581
1, 865

35
1,701
1,771
6, 324
7, 179
1,029

17, 886
0, 740

189, 709
71,064
68, 748

71
I, 539

304
1, 128

100
16, 913
2, 904

207
172
32

120
12
27
90
418
48

112
128
44

240
292

7, 641
8, 052

128, 300
21, 237
41,739 1,

14
434, 251 2,

21,876
1, 680

$37, 083

--27p,-952

44, 639
25, 252
:39, 031
39, 429
27, 100
40, 394
43, 768
51,539
35, 678
52, 5091
04, 332
49, 568
49, 030
66, 209
38, 634

272, 945
27, 162
27, 896
50, 714

190, 763
97, :393
85, 500

108, 202
42, 876
38, 425
82, 085
25, 657
47, 982
73, 339
57, 182

1310, 565
28, 104
67, 056
27, 024
412, 843
2^, 402
41, 294
25, 579

155, 134
27, 297
33, 050
29, 322
86, 888
31, 346
59, 668
00,487

027, 592
363, 101
345, 132

30, 973
39, 989

I Excludes those physicians paid $25,OX0 or- more by medicaid who did not also receive medicare payment.
1-solo praictitioner; 2-group or clinic; 3--hospital-based.

35 )-711) 0--T- - -. 1:

Tyr of
practice

22
2
2
I
1

I

I

1
I
1
1
1
1
1
'1

4
4
4
4}

4

4

I

.I
2
4

,!
I

I
4

I
3
3
I
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Identification
number of
practitioner(s)

Modicaro Medicaid Type of
payments payments practice 2

NEW YO)K-Continued 0000F0027
0000G5302
0000110009
0000H0012
O000H0017
0000H0024
0000H0028
0000H0046
0000H0059
0000H0063
o000H0064
0000H0068
0000H0069
0000H0070
0000H0072
0000H0083
0000110089
0000H0099
o00000101
0000H0119
0000H0120
0000H0124
0000H0150
0000H0160
0000H0167
0000H0194
0000H0230
0000H0233
0000H0230
0000H0247
0000H0270
0000H0289
0000H0290
)000H0306

o0000H0310
0000H5101
000OL8093
000OL8187
O0001P006
0000P0244
000OP0272
0000P0303
000014803
0000P0315
0000P0305
0000P0455
0000P0592
0000P0675
0000P0800
0000P0859
0000P0917
0000P0937
0000P0974
00O031143
0000P1629
0000P1854
0000P2178

,$4, 367 $759, 082
65, 555 41, 165
39, 237 49, 632

124, 220 2, 345, 132
4,745 102,010

62, 138 1,356, 978
21,882 06, 172
49,620 672,431
51, ,4 192, 193
29, 420 227, 475
22, 458 174, 288
15, 150 95, 455
15, 145 318, 405
12, 139 74, 700
25, 165 97, 464
5,460 110, 19:3
3, 629 28, 058
5, 042 95, 005

35, 059 189, 884
68, 517 105,803
43, 209 291, 287
14, 511 125,p329
4, 533 114,317

27, 835 197, 762
19, 327 27, 681
19, 057 601,047
13, 440 30, 973
8, 086 1, 027, 592
M3, 254 705, 967

1,807 109,264
11,771 52,(834
10, 973 43, 463
99,231 82,377
26, 362 154, 780
4, 781) 362,911

22 50,o714
7, 539 26, 363

706 53,417
40 88, 772

129 34, 877
:33 31,922

588 45, 332
45, 104 47, 030

100 27, 108
208 32, 376

48 83, 926
1, 158 28, 553

124 26,548
80 28, 886

:120 30, 353
280 43, 456

4, 049 89, 628
243 31,775

12 83,771
84 80, 139
17 56,828

190 26,754
I Excludes those physicians paid $25,000 or move by medicaid who did not also receive medicare payment.
I-solo practitioner; 2-grou9 or clinic; 3-hospital-blmesd.

State

2

:1
3
3

1

3
:3

3
3
3

3
32
3

1
I
1

I!
3
I
3

1

1
1|
I
I
1
I
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Identification
number of
practitioner(s)

NEW YOIIK-Continued 0000P2220
0000P2283
0000Z0318
0000Z0328
000000058
000000109
000000104
000000230
000000398
000000634
000001831
000002340
000002560
000002837
000003466
000003637
000003729
000003910
000003940
000004128
000004207
000004415
000004450
00000.t5613
000004612
000004825
000005136
000005454
000005516
000005517
000006131
000007019
0000090062
000010307
000010865
000010915
000011492
000011622
000012022
000012210
000012612
000012878
000012908
000013213
000013249
000013636
000013762
000015220
000015328
000015354
000015364
000015441
000015444
000015473
000015981
000016413
000016420

Medicare Medicaid Type of
payments payments practice a

$5
129

25, 255
38, 060
0, 486

20, 18515, 012

2, 304
3,361

25, 992
2, 859
i, 695
1,453

57, 383
1,572

628
J6

8,114
1,471
4,881
2, 847

27, 3997, 040O

.,t 591
8, 892
9, 784
'.743

280
18, 564
0, 000

38, 892
3i, 549

9, 675
NA
NA

1, 135
2, 995
0,759

33, .30
400
840

33
226

1,931
0,110
1, 572

420
3, 573
4, 021
2, 585
i, 015

10
2, 889

941
110
098

$69, 348
29, 019
38, 930
45, 919
49, 034
41,798

11 i, 869
28, 595
36, 878
31,040
49,0906
26, 172
36, 648
51,873
49, 327
33, 6092
44, 068
46, 296
60, 290
5, 328

31, 034
27, 783
46, 363
34, 982
32, 870
65, 380
31,2906
74,0 15
32, 432
41,284
63, 206
31, 582
37, 136
32, 506
45, 308
31,923
69, 577
76, 384
82, 076
68, 344
41, 421
.32, 912
63, 436
27, 799
07, 163
32, 409
30, 403
38, 101
48,053
45, 920
36, 195
25, 794
43, 725
55, 306
51, 294
40, 201
03, 417

1
1
3

3
1

1
1
1
I
1
1

I

I

1

1
1
1
1
1
1

I

1
1
1
1

I
I
1
1
1
1
1
1
1

1
1

I Excludes those physiciaiis paid $25,000 or moro by medical who did not also icceive medicare paynieit.
I--solo praclilloner, 2-group or clinic, 3-hkospital-buaed.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS

TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

State
M1odlcaro Medicaid Typo of

payment payments practice

NEW YORK-Continued

Identification
number of
practitioner(s)

000016481
000010500
000016835
000017478
000017850
000018224
000018618
000018944
000019049
000019328
000019359
000019360
000019071
000019728
000019984
000020000
000020142
000020198
000020288
000020313
000020374
000020378
000020410
000020410
000020419
000020453
000020639
000020078
000020783
000020819
000020893
000021054
000021068
000021305
000021370
000021513
000021557
000021709
000021831
000021833
000021922
000021924
000021938
000022038
000022125
0000222519
000022347
000022350
000037558
000049103
000055650
00007008:3
000043534
0000C6841
o000C6853
0000F0021
0000F0022

$6723, 271

3,412
1,012

568
1, 929
1, 352

16, 528
10, 930

311
7, 058
4, 249

372
13, 366

856
2, 188
5, 008

10, 090
2,1091, 010

17, 688
0, 749
1, 558

28, 914
7, 952
9, 138

263
2 058

642
:30, 072
1,045
6, 764
7, 007
2, 893

13, 769
4, 743

23, 960
678

I, 063
282

,1, 770
1, 892
I, 209
1,021)

526
12, 5550
4, 201)
I, 962
2, 727
l, 456

382
117, 548

1,067
54
'12

., 051
125, 126

I Excludes hI1 . I,1hsicIaiS 11,11p id 5,m or or oeh), by mediciili 1hio 1141o 111 also 3 ,receive iedicare paymlcnt.
I-solo practitloner; 2-group or ,;linlc; 3-hospltal-based.

$110, 592
66, 683
41,330
28, 862

101,004
73, 009
00, 850
27, 503
59, 024
97, 331
31,030
84, 525
40, 795
27, 828
28, 489
25, 502
34, 974
32, 222
29, 129
30, 078
30, 875
37, 096
31,002
34, 804
48, 170
34, 410
31,347
30, 891
42, 899
33, 719
05, 743
38, 292
28, 051
45, 439
47, 231
78, 929
58, 517
43, 309
32, 927
45, 213
30, 487
50, 792
311,015
27, 018
291 )86
:14, 405
72, 078
52, 11)7
27, 056
37, 2511
41,790
40,1)79
43, 540
28, 974

292, 304
601, 047
001, 047

I
1
I

I

I
1
1
1

1

1
I
I
1
1
I

1
I
1
1

1
1
I
I
1
I
I
1
I

1
I
1

I
I
I

1

I

I
13

'I
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Identification
number of
practitionler(s)State

NEW YORK-Contihued 0000F0023
0000H0020
000017553
000005091
000005128
000015142
000015705
000016282
000016314
000016482
000013211
000075144
0)000379068
000065064
000079876
000070074
000015744
000070088
000070098
000037081
000012984
000015533
000047082
00001A530
000Oi137
000067258
000007281
000053143
000037648
000010065
000013945
000053405
000037945
000027209
000012617
000053102
000053501
000014360
000037882
000053555
000038493
000033503
000014600
000048041
000048057
000048691
000038173
000054025
000055068
000054930
000055274
000054599
000019132
000054100
000055247
000010069
000017018

Sledicaro Medicaid
payments payments

$105, 565
29,718
41, 880

1,838
18, 159
51,365
41,276
21, 305
10, 314

409
252
40

755
7, 158
1,136

11,838
3, 679
I1, 450
17, 442

800
39, 0932) 892

7,217
5, 334
2, 400
I, 471
1,416

1,200
18, 109

92
3, 852
4, 102
1,770
I1 700

511
2, 073
3, 092
3, 572
0,435

954
13, 104
0, 509
3, 850

33, 790
9, 350
3, 178
2, 771
0, 038
7, 038
0, 330
1, 514

593
4,881
7, 517
1,718
0,167

$601, 047
102, 688
55, 706
27, 825
49, 031
28, 703
71,684
54, 861
45, 104
35, 022
27, 87228, 420
25, 409
31,031
38, 19:3
29, 144
40, 776
38, 181
38, 540
54, 371
25, 357
39, 538
25, 821
29, 709
37, 530
43, 398
25, 014
50, 110
28,0942
29, 990
26, 306
412, 790
42, 402
35, 652
25, 942
28, 160
25, 313
31, 815
20, 705
05,910
29, 539
41,032
51,445
46, 080
83, 548
46, 260
28, 92629, 902
32, 301
25, 925
30, 934
28,010
31, 547
59, 424
40, 677
27, 383
28, 174

I Excludes tliuh physiviuas mpid $25,00 or Ino e lb medicaid who lid not also receive medicare I ayimlit.
I1-solo practitioner; 2-group or elinhe; 3--ospital-based.

practice 2

'2

I
1

1
I
1
1
I
1
1
1
1
1
1
1
1
1
1
1
1

I
1

1

I
1

I
I
1

1
I

1
I
I
I
1
1
I
1
I

1
I
1
1
1
1
1
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Idontiflcation
number of
practltiouior(a)State

NEW YO(lK-Continuied 000054628
000054568
000064004
000018541
000064044
000071064
000053608
000069045
000022391
000022392
000022410
000022424
000022671
000022761
000022933
000022969
000023095
000023110
000023317
000023345
000023672
000023736
000023757
000023779
000024193
000024201
000024223
000024255
000024268
000024271
000024425
0000C6813
000024456
000024488
000024520
000024527
000024579
000024614
000024634
000024684
000024697
000024784
000024790
000024832
000024839
000024859
000024950
000024990
000025182
000025232
000025235
000025325
000025440
OCLO25518
000025551
000025989
000026021

Medicare Medicaid Type of
payments payments practice 2

$ 549
28, 122
12, 125
1, 149

11,241
523

28, 090
21,530
19,054

200
4, 328

24
1,293
8,419
3, 836

560
0, 583
8, 085
4, 028

122
1,178
5, 474

45, 428
30

325
252

42
4, 827

13,924
4,172
1,509

136
3,819
4, 424

34, 649
10, 827

1,739
4, 913

34, 982
1, 192

:3, 067
I, 332
3, 120
3, 634

300
19, 298

132
134

43, 755
248
371
259

1, 510
01

1, 098
8, 540
2, 792

$25, 843
55, 643
37,816
29, 194
37, 860
35, 309
30, 120
31, 548
29,818
31, 491
34, 955
30, 7U4
26,431
64, 834
26, 951
33, 614
26, 598

113, 781
142, 208
42, 365
28, 739
59, 614
26, 608
39, 336
36, 199
.39, 960
61,534
31, 565
40,415
53, 584
32, 009

113, 146
44, 589
45, 564
29, 960
:17, 378
25, 900
33, 759
05, 327
28, 395
44, 737
46, 412
,I5, 503
53, 047
37, A53
25, 885
54, 874
85, 945
27, 882
71, 802
81, 842
05, 605
32, 280
27, 680

121, 025
115, 752
27, 490

I
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

1
1
1
1
I
1
1
1
1
1

1

I

I

I Excludes those ht)siclians pixd $25,000 or noveh by medicaid who did not also a Iceive nedicaii Inyncut.
I--solo practitioner; 2-group or clinic; 3-hospitul-buscd.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Identification
number of
practitloner(s)State

NEW YO(lK-Conttinued 000026146
000026256
000026285
000035838
000035868
000036109
000036178
000036259
000036283
000036519
000036537
000030557
000036562
000036568
000036572
000036578
000036834
000036886
000036889
000037172
000037182
000036893
000037053
000037192
000037194
000037240
000037303
000037305
000037328
000037393
000026627
000026704
000026740
000027170
000027501
000027538
000027654
000027745
000027751
000027063
000035019
000035023
000035318
000035334
000035390
000035394
000035457
000035005
000035690
000035700)
000035705
000035710
000035724
000035730
000035739
000035740
000035751

Medicare Medicaid
payments payments

$33, 797
180

22, 860
637

91 637
13, 563
2, 801
3, 002

848
40, 260
2, 728

535
1,487
2, 653
8, 844
1,387

422
6, 065

10, 201
3, 460

180
3, 953
0, 231

11,468
15, 045

667
811
73

155
1,732
3, 385

126
400

1, 045
552
788

92
1, 599
I, 087
9, 872
1, 003

255
373

5, 122
1, 090

549
5, 074

I0, 942
291

7, 352
1,735

110
I, 295

70
1,806

69
8, 541

Typo of
practice 2

$25,925
44,045
26,598
71,850
40,492
25, 502
29,101
25, 609
84, 799
27,086
59, 101
52, 245
42, 004
36, 547
31,774
47,395
66, 797
27,969
28,542

123,774
52,249
50,850
26,559
62,710
40, 804
49,630
30, 530
41,618
34,062
57,055
60, 574
57,455
25,698
64,052
32, 779

100,018
57, 205
49 452
33,219
28, 571
78,031
43, 236
50 241
25, 093
31,911
39,501)
35,013
40 924
80,757
52, 376
36 919
43, 701
04,892
29,801
20, 570
4i, 983
25, 108

1
1
1
1
1

1
1

1

I
1

1
1
1
1

1
1
1
1
1
1
1
1

1
1
1
1
1
1
I
1

1
1

1
1
1
1

1
1
1
1
1

1
1
I
I
1
1

Excludes Ithsep hlhyslchIItIs paid $25,000 or more by medicaid who did not also i receive (edicut eIpymenlt.
i--solo practitioner; 2-group or clinic; 3-hospiltl-based.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

State
Medicare Medicaid Ty oof
Ipyments payments prac ice 2

NEW YOP K-Continued

Identlcation
number of
practitiouer(s)

000035760
000035820
000037499
000037929
000040243
000040863
000042111
000042570
000042076
000043O54
000043108
000043348
000043417
000043051
000043076
000043687
000011490
000011084
000044102
000044150
000044218
000044338
000044415
000044897
000047372
000047976
000047998
000048772
000040558
000051416
000053567
000055703
000007319
000081252
000090104
000090269
000090323
000043588
000044088
000016534
000020698
000017707
000016147
000017089
000034391
000015930
000035789
000040619
000006518
000003973
000029915
000035559
000047509
000016300
000003907
000022277
000035583

$19, 648
10,200

724
14, 371
23, 579

I, 659
271
152

14, 177
20, 035

32
3, 126

10,660
594

30, 860
424

5, 333
60

19, 676
396

2, 628
8

0, 550
1,121
1, 342
240
418

35, 781
434

71
18, 974

11
424

7, 877
8

4, 033
62

33, 768
52

7, 660
31, 680

46
36, 077

207
21,393
16, 392
1,276

60
o, .o03

538
.1, 084

00
I, 066

25, 579
683
404
211

I Excludes those physiclas jmid $26,000 or more by medical who (lid not also receive medicate pa) metit.
I-solo practitioner; 2-group or clinic; 3--hospital-based.

$44, 164
51,028
43, 756
33, 783
83, 597
46, 289
28, 336
63, 379
35, 404
29, 868
32, 705
48, 048
52, 169
38, 142
30,641
62, 128
75, 809
53, 200
91,303
30,781
47, 177
32,411
36, 480

119, 0611
51, 132
53, 240
51,350
94, 538
27, 608
25, 655
31,275
35, 131
59, 235
83, 575
34, 243
25, 150
47, 113

151,932
02, 292
47, 479
26, 630
76, 265
68, 061
56, 827
54, 493
51,848
47, 077
47, 113
46, 289
45, 069
43, 016
42, 004
39, 352
38, 100
32, 074
32, 533
30, 212

1
I
1
1
1
1
1
1
1
1
1
I
1
1
1
1
1
1

1

1

I
1
I
1
1
1
1
1
1
1
1
1

1
1
1
1
I
I
1

1
1
1
I

I
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Medicare Medicaid Type of
payments payments practice I

NE W YO(IK --Continmed 0000151)24
000003759
000014784
000043927
000016595
000027344
000003069
000017645
7331212RS
0043197AK
2351223JS
2652250JA
2654444.M1
2722461NE
2724181JB
2726881 RP
2733161H8
2735200CD
2735200EII
2735200ET
2735200HI1
2735200RM
2737151LDT
2744321RF
32626241t(
:3342832? .'
3349229i,1
3366800EP
:1366800lZ
:1467277LM
3661606A11
3868854E8
3931650JB
3934640EW
4375483CF
455011IJF
.1554171AI)
1.554673MB
4721340J M
475284.t8C
47551159AII
4759723,;
476466311E
.4780104SK
-1830842WII
4831413LB
4832751C0
4840961 All
48491211)A
4849121 EF
4849121EINI
4849121 G,
4849121 lIlt
4849121 WK
485105481)
5613344E8
5617242ND)

$51,820 $29, 092
3, 347 27, 712

94, 444 27, 008
721 25, 303

4,418 25,:047
6, 150 25, 052

941 24,091
1, 001 24,961

4 35, 727
261 23, 578

28, 230 25, 713
4,740 41,312
3,j214 26,263
7, 730 27, 310

10,665 69,621
12 25, 184

:1,510 31,427
368 -- ---------

114 51, 129
714 ----------

1,688 . .
453 ----------
420 32,979

4, 402 30, 534
2, 968 2.9, 61)6

10,616 43,290
3,502 31,801
8, 309 ..........
7,420 27,092

33 26, 132
12, 830 36, 883
9, 508 48, 640
1,052 35, 360

15, 437 25,o153
1,301 :34, 072

704 39, 591
0, 794 25, 382

13, 645 27, 997
i, 691 30, 224
5, 153 55, 767
1, 337 23,1184
7, 255 31,558

78 25, 634
268 73, 4: 8

7, 271) 43, 113
7, 802 28, 131
4, 748 56, 241
7, 030 32, 057

13, 193 37, 236
1 I, 738
6,791

13, 431
3, 791

18, 885
10, 774 34, 168
4, 621 28, 178
1,209 33, 853

Excludes thom plysiclu paid $25,000 or more by Imedicaid who did not also receive cedica n payment.
2 I-solo practitioner; 2-group or clinic; 3-hospital-ba.ed.

State

Identiflcation
number of
practitioner(s)

11
I
I
I
1
1
1
1

1
1
1
I
I
1

1
1
1

1

1
I

1

1
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

Identification
number of
prnctitioner(s)state

Medicare Medicaid Type of
payments payments practice I

NEW YORK-Continted .5630923JA
56332601) M[
5922300M1)
6478181JS
6979669BN
724613111P
7249801FG
724980111W
7249801JC
73217140T
7323023LM
7326767FF
7354447AS
7355077SM
7566545LB
7566545TJ
7569941DG
7569941RP
7640501HD
7821650CS
7821650JF
7821650WH
7821810BM
7823300JC
7S23300WD
7826070JF
7882400DG
7883070CR
7883480MG
7884360AH
7884360FR
7884360HT
7884360LH
78864111GC
7886411MB
M0210
00189
00304
00319
00577
01212
01217
01523
01703
02123
03027
03159
03186
07060
10513
11129
11238
11534
11960
12470

$8,306 $36,489
2, 497 25,820
3,4G4 27,064

14, 918 29, 131
2,851 49,251
2, 596 28, 590

878 ----------
28 40,797

1,526 ----------
5,343 48,782

21,992 26,449
8,292 44,687

21,115 32,907
3,938 26,801

120 36,756
164 ..--------

11,164 30,586
4,935 33,826
5,249 25,032

16,194 31,901
23,189 ----------
17, 110 ----------
22,738 31,167

1,239 27,023
2,118 .------...
5, 085 35,!579

12,984 -.--------

16,507 46,181
590 32 204

8,406 33, 691
8,061 33,691
8,954 ..-------.
7,820 o .--------
3,044 27,694

518 -.-.-.----
1, 877 26,849
2,811 26,427

240 32, 085
17,615 25,184
3,581 25,831

690 50,469
696 30,230

1, 118 25,p847
1,981 25,400

60 32,963
17,144 38,954
18,806 ----------

28 28;342
2,866 29,846

22,880 30,771
1,447 43,821

11,038 26,700
12,974 29,357
1,616 29,889
5,644 25,845

I Excludes those physicians paid $25 000 ot more by medicaid who did not also receive medicare payment.
'I-solo practitioner; 2-group or clinic; 3-hospital-based.

1
1
1
1
1
1
1
1
1
1
1
I
1
1
1
I
I
1
1
1
1
I
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
2
2
1
1
1
1
1
I
1
1
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

State

NEW YORK-Continued

OHIO

OKLAHOMA

Identification
number of
practitioner(s)

13028
13086
14297
13160
17030
010092688
010034182
010049197
010045326
010093165
010041175
010030447
010077767
015045783
010019813
010025753
010026097
010024937
001001219
001002372
001008985
001021682
001021705
100361002
390130003
390128003
100358003
390152004
200259011
169155044
289463060
nQq9445074
3b144004
390150010
289366010
289435108
289432063
390155028
289345029
480230012
189152032
390148015
390154023
470735011
289363031
650647003
120524014
390150028
260445040
289365032
189133025
390160033
289359060
390153033
390148027

Medicare Medicaid Type of
payments payments practice 3

$5, 188
962
770
661

1, 679
52
25
.8
10
14
40

302
640
188
105
229

84
686

1,151
92

106
7, 097

652
12, 047
19, 881
4, 285

15, 181
17, 256
8, 225

23, 172
24, 747
16, 642
22, 857
20, 810
34, 146
29, 313
23, 523
14, 997
6, 745

15, 338
15, 696
37, 123
37, 208
12, 518
7, 483

19, 899
10,859
7, 061
8, 665

12, 640
25, 771
12, 908
14, 594
10, 961
19, 302

$41, 750

-33, 566
33, 092
26, 683
39, 367
33,601
39, 633
51,983
35, 553
26, 639
29,831
26, 903
56, 407
28,401
40, 536
34, 337
92, 945
28, 874
27, 903
26, 921
25, 499
55, 965
25, 075
26, 122
28, 616
30, 257
52, 383
25, 804
34, 441
42, 219
30, 542
25, 895
.58, 832
39, 372
29, 260
39, 320
30, 021
32, 483
32, 010
50, 084
68, 670
28, 702
37, 328
44, 066
30, 505
28, 257
40, 392
35, 920
26, 190
76, 565
26, 962
28, 339
31, 447

12
2
2
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
2
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
I
1
1
1
2
1
I
1
1
1
1

I Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
I 1-solo practitioner; 2-group or clinic; 3-hospital-based.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '-Continued

State

OKLAHIOIMA-Continued

0OItEGON
PENNSYLVANIA

RHODE ISLAND

TEXAS

Identification
number of
practitioner(s)

051234033
351532016
390140020
390158047
390155067
390155070
289361125
289361026
289433061
390156050
390146048
390140030
289344015
470741030
480256103
289350036
100360051
040163053
390154061
390135043
390156068
470754050
051239080
289461216
160131087
390134038
390160072
240156131
100353054
289366069
390157084
289366065
470656200
LBBMII
000015103
000014067
000041266
000041463
000041683
000041685
000041682
000012740
000041672
000016988
000041609
000040030
000040757
000040759
000001032
000000355
000000484
000001276
00001445
0000E562

Medicare Medicaid Type of
payments payments practice I

$18, 741
5,730

20,669
16,855
19,948
22,102
13,489
5,897

11,684
30,406
9,430

36, 497
9, 709
5,569

12,399
17,425
8, 763

17, 237
15, 175
13,681
16,885
4,783

18,299
15,093
1,680

25, 348
23,811

1, 740
1,023

19, 525
33, 141
19, 628
26,462
3, 643

830
8, 800
5,339

932
504

10,163
27,644
6, 770

34,263
864

6, 694
68,478
19,833
2,444

71,240
2,667
7, 798
1,334

27, 778
25, 447

$25,017
40, 171
36, 597
29,877
53,829
35, 424
25,704
28,442
41,110
40,213
53,828
36,782
31, 289
25,365
43, 148
35, 366
79, 978
25, 808
25,316
25, 195
28, 718
55,803
28, 771
26,723

100,623
31, 935
62, 676
27, 726
25, 909
37, 454
50,556
32,387
37, 687
38, 812
12,724
15, 609
30, 416
14,363
12,735
17,730
19, 775
13,799
19, 524
18, 578
13,988
14, 993
18, 022
16,939
14,477
30, 129
31,083
28,802
30, 560
30,374

1
1
1
1
1
1
1
1
1
1
2
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
2
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

I Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
I1-solo practitioner; 2--group or clinic; 3-hospital-based.
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APPENDIX B.-TOTAL MEDICARE-MEDICAID PAYMENTS
TO PHYSICIANS PAID $25,000 OR MORE UNDER MEDICAID
IN 1968 '--Continued

Identification
number of Medicare Medicaid Type o0

State practitioner(s) payments payments practice2I

TEXAS-Coutinticd

WASHINGTON

WEST VIRGINIA

0000A288
00001250
000OF127
00009822
00005404
0000A902
0000C227
00002565
0000C307
0000C550
0000El51
0000C407
0000F327
0000F437
0000C399
0000C556
0000E697
0000C320
0000E684
00000591
0000E424
OOOOH 100
0000E513
00003535
0000F853
000011747
0000H900
0000H852
00000077
0000F268
00009568
0000A646
0000B649
00009536
00001342
00004660
00008873
00008357
00002024
0000F024
0000A413
30005501
30303501
20007501
206509
203054
000008676
000000468
000005127
000006694
000007061
000007430
000008162
000008647
000000476

$17,069
12,338
13,926
51, 319
43, 501
52, 098

1,086
18,027

1,315,676
201,976
236,215
186,p074
351,542
31,424

248,929
125, 997
74,609

123,551
37,650

910
2,174
6,275

18,945
308,769

19,923
230, 144
19,360

181,226
29,420
4,307

86
56,309
46,183
63,664
97,401
95,574
67, 627
33,507
36, 028
21,959
13, 522
6, 709
2,470

203
2,160
1,253

97
18, 233
1,086
7,935

14,200
1,009
8,892
6,434

12,599

$29,761
28,539
28,270
27,362
27, 127
26,555
26,235
25,260
94, 111
54,748
47,720
41,263
31, 552
29,777
29,226
27,758
26,837
26,791
25, 688
57, 403
52, 213
42, 954
42,466
39,898
37,339
31,501
29,962
28,027
27,983
27,320
26,806
25,808
54,316
43,552
52,762
37,523
37, 199
35,442
35, 115
35, 012
30 605
29,714
25,728
35,640
25,911
25,846
26,609
27,205
32,359
25,378
47,486
29,434
47, 133
66,501
39,567

1
1
1
1
1
1
1
1
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
I

I Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.2 1-solo practitioner; 2-group or clinic; 3-hospital-based.
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APPENDIX B.--TOTAL MEDICARE-MEDICAID
TO PHYSICIANS PAID $25,000 OR
IN 1968 '-Continued

PAYMENTS
MORE UNDER MEDICAID

Identification
number of Medicare Medicaid Type of

State practitioner(s) payments payments practice a

WISCONSIN 000101134 $11,080 $31,290 1
000101547 28,t912 45,1504 1
000102145 9,932 53, #324 1
000102903 29, 616 87, 684 1
001102543 3,578 29,916 1
001602548 82 52, 228 1
002502521 68, 039 45, 859 1
007002999 172, 996 239, 554 2
007001904 16,336 57,265 2
007001684 27,408 31,029 2
15869 314 30,641 1
20111 14,797 25,126 1
34167 10,705 36,204 1
41011 21,750 31,572 1
51014 20, 121 31, 480 1
52113 2,997 26,933 1
68275 30, 484 25, 101 1

, Excludes those physicians paid $25,000 or more by medicaid who did not also receive medicare payment.
l--solo pructitimoer; 2-group or clinic; 3-hospital-based.
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APPENDIX C.-SUMMARY OF MEDICAID STATE AUDITS
BY H.E.W. AUDIT AGENCYiii.';• DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE

OFFICE OF THE SECREL'*ARY

WASHINGTON. D0Q. 1M

AUDIT AGENCY

AUG 2 6 1969

Miss Mary E. Switzer
Administrator, Social and

Rehabilitation Service
Department of Health, Education,

and Welfare
Washington, D.C. 20201

Dear Miss Switzer:

The enclosed report summarizes the principal problem areas noted in
our audits of grants to 16 selected States participating in the Medical
Assistance Program (Medicaid) and our review of the administration of
the program by the Social and Rehabilitation Service (SRS). Copies of
the individual reports citing weaknesses noted in each State audit wete
previously transmitted to operating officials in your agency. Although
no prior reports have been issued regarding SRS's administration of the
program, our findings were discussed with various SRS officials and
a draft copy of this report was previously furnished.

The report shows the existence of widespread administrative problems
which require prompt action by both the States and SRS if program
objectives are to be achieved efficiently ard economically. Problem
areas of most concern centered on: (1) duplicate payments, excessive
rates and fees, dnd other types of erroneous charges which would not
have occurred if adequate management control had been established
over claims submitted; (2) the lack of systematic reviews of utilization
of service; and (3) the need for improved procedures in determining
eligibility and operating Quality Control programs. In separate reports
to each State we recommended steps that should be taken to correct these
weaknesses and improve State administration of the program.

Insofar as SRS regional and headquarters operation of the program is
concerned, recommendations included in this report call for a current
reexamination of resources utilizationt and capability with a view toward

35-719 0 - 70 - 14
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staff expansion and strengthened administrative controls (to some extent
this has already been acted on). Also recommended are improvements
with regard to (1) lack of effective followup on deficiencies disclosed
by Program Review and evaluation Projects; (2) untimely issuances of
guidelines needed to clarify the requirements of amendments to the Act;
and (3) the need for a more clearly defined mission and responsibility
of the field administration.

We would appreciate advice as to action taken on these recommendations.

We hope that this report will be of help to you in administering the
Medicaid program, and we will provide any additional information you
may need. Copies of this report are being sent to the Secretary and
other top Department officials.

Sincerely yours,

Direohn J. Mrt enDirector, HEW Audit Agency

Enclosure
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REPORT ON
REVIEW OF SELECTED AUDIT AREAS

GRANTS TO STATES FOR MEDICAL ASSISTANCE PROGRAMS
UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

SOCIAL AND REHABILITATION SERVICE

I - SUMMARY

In providing medical care to needy people in the first 3 years of the
Medical Assistance Program (Medicaid), the State and Federal Govern-
ments spent over $7.5 billion. Our reviews in the 16 States that spent
over 85 percent of this money showed -:he existence of widespread
administrative problems which require prompt action to achieve pro-
gram objectives efficiently and economically and to retain public con-
fidence.

Although conditions varied by States,- in general we found:

1. Many instances of duplicate payments, excessive rates and
fees, and other types of erroneous charges would not have occurred if
adequate management controls had been established by the States, or
their fiscal agents, over claims submitted by hospitals, nursing homes,
physicians, pharmacists, and dentists.

2. Systematic reviews of utilization of services provided to program
recipients were not being made. Instances were noted of excessive
prescription drug refills and other overutilization of services. Unless
the required utilization reviews are effectively carried out, there will not
be adequate assurance that such instances are not in reality widespread.

3. Improvements qre needed in the important function of determining
the eligibility of individuals for medical assistance. Upon the reliability
of these determinations rests huge amounts of public expenditures.

The significance of the overall problem is shown by conservative esti-
mates that questionable payments made in the program's first 3 years
probably averaged more than $100 million a year. However, inherent
procedural weaknesses in eligibility determinations and vendor payments
precluded an analysis of the full scope of the errors, and we therefore
cannot say what the full amount is.

In Part III of this report, we discuss, within broad categories, major
problem areas, and summarize conditions found in the various States.
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Because of differences In size, local conditions, and managerial emphasis,
States implemented the overall program in various ways. But underlying
patterns of performance lend themselves to comparable analyses and point
the way toward useful remedial action.

What are these basic patterns, and what should be done about them? It
seems clear that the States and SRS did not ensure that appropriate mana-
gerial systems were adequately implemented when State plans were approved
and first put into operation. Nor did we see timely evaluation of program
operations, afterwards. Generally, we found a need for advance planning,
comprehensive guidelines, adequate mechanization for the large volume
of transactions, and a system for profile analysis of the individual recip-
ients and medical vendors.

The necessity for administeri.g the Medicaid program in States with large
caseloads requires concerted advance planning and the establishment and
maintenance of administratively sound managerial controls - if abuses,
errors, and inequities are to be avoided. Also a manually controlled,
or decentralized, disbursement system for assistance payments is not
administratively feasible with the advent of thA Medicaid program. It
is almost impossible to control a vast number of transactions without
provision for controlled, automated input ai~d periodic evaluations. The
Medicaid program was initiated, and continues to be operated in many
States, without some or all of these basic safeguards.

What can be done to remedy the situation? First, adequate mechanization,
and related operation resources, are essential. These would enable the
States to record, on a timely basis, a large volume of daily transactions
and thereby provide a viable base for reliable eligibility determinations,
vendor payments, and utilization reviews. This need should be met as
soon as possible.

Secondly, specific recommendations presented in our reports on individual
States' operations should be implemented. For the most part these recom-
mendations contained remedial suggestions which can be accomplished by
State action. Our recommendations generally focused on needed improve-
ments in procedures, controls, reviews, analyses, and reports, and these
are presented in some detail in Part III of this report.

Last, and equally important, SRS should participate more actively as coor-
dinator and consultant in the managerial aspects of the States' programs
to help prevent problem areas from developing. Where problems have
developed, measures should be employed to correct the situation. Power-
ful and closely coordinated efforts are needed to overcome existing prob-
lems and prevent new ones from developing. In Part IV of the report we

-2-



206

summarize the findings made in our review of SRS's administration of
the program, and make certain recommendations. Principally, we are
recommending that SRS: improve its followup in deficiencies found in
State operations by various review teams# complete the issuance of
needed guidelines to clarify requirements of the Social Security Act;
and reexamine and more clearly define the mission, responsibility, and
resource capabilities of its personnel in relation to the overall manage-
rial requirements.

-3-
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II - BACKGROUND AND SCOPE

This report summarizes the principal problem areas noted in our au( t
of State agencies and fiscal intermediaries participating in the Med,,1.
Assistance Program and in our review of the Social and Rehabilitation
Service's administration of tho program.

Medicaid is a Federal-State program that provides medical care to low-
income people. Grants to States were authorized by Title XIX of the
Social Security Act, which became effective on January 1, 1966. Title
XIX established a single and separate program which makes medical care
available to needy and medically needy individuals who are (1) under the
age of 21, (2) the needy parent or relative with whom an elt.;tble child is
living, (3) 65 years of age or older, (4) blind, or (5) 18 years of age or
older and permanently and totally disabled.

Title XIX replaces the provisions for medical care for the needy in Title I,
Old-Age Assistance and Medical Assistance for the Aged; Title IV, Aid
and Services to Needy Families with Children; Title X, Aid to the Blind;
Title XIV, Aid to the Permanently and Totally Disabled; and the consoli-
dated program, Title XVI, Aid to the Aged, Blind, or Disabled. Title XIX
also supplements the basic health insurance plans administered through
the Social Security Administration under Title XVIII of the Social Security
Act.

Medicaid is optional with the States until 1970. Until then, States may
continue to provide medical care under Titles I, IV, X, X1V, and XVI.
However, beginning January 1, 1970, or on such earlier date as the State
elects to adopt a medical assistance program under Title XIX, no Federal
matching funds for medical care of the needy will be available through
other assistance programs. States wishing to establish a medical assist-
ance program under Title XIX will need to submit to HEW a new and sepa-
rate State plan for approval by the Medical Services Administration,
Social and Rehabilitation Service. By 1975, all needy and medically
needy who meet State eligVII)lity standards are to have comprehensive
care and services available through this program.

The Federal si.are of the cost varies among States according to per capita
income, from a low of 50 to a high of 83 percent. There is no ceiling on
the amount of Federal reimbursement. Federal funds are also available to
pay 75 percent of the cost of salaries or training of skilled medical per-
sonnel, and staff directly supporting such personnel, of the State agency
or any other public agency administering the State plan. The Federal
share of other costs of State and local administration is 50 percent.

-4-
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Of the $7.5 billion spent on Medicaic during calendar years 1966-67-68,
the Statos spent $3.8 billion and the Federal Government $3.7 billion.
As of Decombor 31, 1968, there were 42 Jurisdictions participating in the
program, and by july 31. 1969, there were 44.

The findings discussed in this report are based on audits of 16 States and
the Medical Services Staff of SR3 in 6 regions and Departmental Head-
quarters. These 16 States received grants of more than $3.1 billion, 85
percent of the $3.7 billion Federal share# The States audited and the
amounts of Federal furds expended by ach are shown in Exhibit A.

Audits made in the States consisted principally of a review of the policies
and procedures used to administer the following selected areas of the
Medicaid program: (1) adherence to eligibility criteria and quality control
of medical eligibility case actions, (2) establishment of costs for medical
care and services, and (3) payments for medical assistance. The primary
objective of out review was to determine whether controls were adequate
to assure that expenditures of Federal funds were reasonable and com-
plied with applicable laws, regulations, and SRS guidelines. Summary
results from a limited review of nursing honie activities in two States are
also included in this report.

We reviewed the operations of the Medical Services Staff to determine
how they met their responsibilities under the Medical Assistance Program
and whether they provided adequate guidance, assistance, and review of
the operations of the State agencies which administer the program.
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III!- DETAILS OF FINDINGS AT STATE AGENCIES

MANAGEMENT CONTROLS

Decisions made by management in the Medicaid program hava a substan-
tial impact on welfare recipients, medical providers, legislative bodies,
and the taxpaying public because of the large amount of public funds
expended in the program. It is important, therefore, that management be
provided with the proper tools to carry out its assigned responsibilities
in an effective and efficient manner consistent with program objectives.
The degree to which management is currently informed about all aspects
of the operation determines in a large measure its capability to make
decisions in the best interest of the program. Management, therefore,
is responsible for establishing the necessary procedures, controls, and
reporting systems which will provide the information required to make
informed judgments.

A well designed system of management control assures efficiency, econ-
omy, and adherence to programed performance. Such a system includes
providing carefully devised and frequently updated standards of compar-
ison in accordance with which activities are designed and carried on,
and against which their output can be measured.

The essence of this control is the action which adjusts operations to con-
form to prescribed or desired standards or requirements. Management needs
timely and adequate information on performance, the source of which may be
,,,ct'" ,,bz"rvon;,, routine and periodic operating, a c:c'niintng, nrata httca 1,

and analytical reports; audits; and functional staff reviews.

Our review of the Medicaid program shows that in a significant number
of States these principles were not followed and basic needs were not
met. Weaknesses in overall administration were generally caused by
inadequacies in procedures, internal controls, and supervision and
review. Examples of these weaknesses follow.

California - The State permitted nursing homes which had not met
Federal standards of care to participate in the Medi-Cal program.
Eighty-seven nursing homes were allowed to participate after July 1,
1968, even though by that date they had not submitted the required
plans for meeting Federal standards. Since January 1, 1969, at least
225 homes have been allowed to participate in the program without
actually meeting the standards. This situation occurred because the
California Department of Health Care Services did not take timely
action to require nursing homes to correct deficiencies or remove them
from the program. As a result, Medi-Cal patients in these particular
nursing homes have not had the quality of care to which they were
entitled under Title XIX.

During the period July 1 through December 31, 1968, the 87 homes
were paid $380,000 for which the State claimed Federal participation.
We believe that the State is not entitled to this participation and
have recommended that it refund the Federal share - $190,000. We
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also recommended that the State refrain from claiming Federal parti-
cipation in payments to nursing homes that did not meet Federal
standards after January 1, 1969, and decertify those homes not
currently meeting the standards.

Illinois - The Department of Public Aid (IDPA) did not comply with
the provisions of the Social Security Act in that it did not determine
whet her average quarterly expenditures for mental health services from
State, local, and Federal sources during the period January 1, 1967,
through June 30, 1968, exceeded the quarterly average of such expend-
itures from such sources for the fiscal year ended June 30, 1965.
Expenditures in each quarter in excess of the 1965 quarterly average
Are subject to Federal participation if such excess expenditures are
for medical services to patients 65 years or older in a mental institu-
tion. There was no assurance, therefore, that the IDPA maintained its
required level of effort for the period and that the total amount claimed
for individuals 65 years or older in mental institutions was eligible
for Federal participation.

IDPA officials advised us that the State had not made a determination
regarding maintenance of level of effort for mental health services.
However, the State later presented a prepared schedule of annual
operating disbursements for fiscal years 1965 through 1968. We did
not consider this sufficiently supportive because the expenditures
were not determined on an average quarterly basis, nor were there
assurances that the figures were consonant with official expenditure
records.

We recommended that the IDPA make the required determination with
respect to maintenance of effort and that a refund be made to the
Federal Government for the amounts claimed in any quarter in which
the Federal requirement was not met.

Nebraska - Some mental patients whose care was charged to the
Title XIX medical assistance program were placed in State operated
facilities which did not meet HEW certification standards for mental
institutions. Charges to the Medicaid program for mental patients in
institutions totaled almost $2 million in fiscal years 1967 and 1968,
the Federal share of which was about $1.2 million. However, no con-
trols and procedures had been established to assure that the patients
received the care intended by the program. Some expenditures
were ineligible charges to the Medicaid program; others will require
further information from the State agency before a determination can
be made (Nebraska was not one of the States selected for audit.
This deficiency came to our attention during our regular review of
Public Assistance.)
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Washington - Under the State plan, hospitals are reimbursed for
actual costs of providing Title XIX services. An institution receives
interim payments at rates expected to approximate actual costs, but
within 90 days after the close of its fiscal year the hospital must
compute actual costs and submit a report to the State for audit so
that final settlement can be made. As of January 1, 1969, only 18
of 115 participating hospitals had submitted cost reports and only 1
of 18 reports was filed on time. The 97 hospitals which had submitted
no reports were about 8 months late. The State agency did not
know when reports for the hospitals were due and had not asked any
hospitals why the reports had not been submitted. Because of this
laxity on the part of both the hospitals and the State, as of April 2,
1969, no final settlement had been made.

Our review in Washington also disclosed that additional medical
coverage could be provided to children who are eligible under both
the Title XIX program and the Crippled Children's Services (CCS)
program through better coordination between the respective offices
responsible for their administration. During fiscal year 1968 the
Washington Department of He alth, the CCS unit, did not provide many
of the needed services to eligible children due to inadequate funds.
As a result, medical care for these children was unnecessarily delayed
or in some cases not provided at all because the children were not
referred to the State Department of Public Assistance by CCS. Improved
coordination between the two agencies administering these pro-
grams could result in more needy crippled children receiving adequate
medical care.

Wisconsin - During the period July 1, 1967 to April 30, 1968,
inpatient hospital payments were based on normal charges; those
made after April 30 represented estimated costs. No procedures were
Implemented for subsequently adjusting the normal charges and the
State agency did not provide guidance to its fiscal agents for pre-
paring the cost report or for making retroactive adjustments when
estimated costs were found to be inaccurate. ProCedures for exam-
ining cost statements were also inadequate. In some instances,
unaudited statements were accepted without examination.

Missouri - The State agency received about 1. 1 millon physicians'
billings, totaling about $7. 1 million, for the 15-month period ended
December 31, 1968, but had not implemented procedures to com-
pile these billings into history files for each participating physiolan.
Accordingly, the agency had not reviewed physicians' charges to
ascertain that individual fees adhered to a uniform charge for each
type of medical procedure billed for and were usual, customary, and
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reasonable charges. Furthermore, there was no documentary evidence
to support the fee schedule established by the State agency.

New York - New York City made an error in computing its municipal
hospital per diem rate so Federal reimbursement for the city's fiscal
year 1967 Medicaid operations was about $234,000 too high. In
computing the rate, the city included as an item of expense $694,000
of costs for Department of Hospitals investigatory personnel, The
Department of Hospitalsj however, had previously been reimbursed
for these costs by the city's Department of Social Services. We
recommended that the State either refund the $234,000 or reduce
future claims for reimbursement by this amount.

California - States are authorized to use Medicaid funds to make
payments for premiums, commonly referred to as the "buy.in," to
the Social Security Administration for Supplemental Medical Insurance
Benefits (SMIB) under Medicare. The State agencies are responsible
for assuring that all eligible persons are provided coverage under
SMIB and that the benefits are utilized.

The State's records of persons eligible to have their Medicare pre-
miums paid for by Medicaid (buy-in beneficiaries) did not provide
accurate or timely information. As a result, claims payable by Medi-
care have been paid by Medicaid. A State study of payments made
from August through December 1967 showed that $647,000 in claims
chargeable to Title XVIII were paid with Title XIX funds. The State
agency did not consider that this period was unique, so we recom-
mended that it extend the review of claims to periods prior to and
following the 5-month period and recover from Medicare any improper
payments.

The existence of various sources of direct input to the State agency
and SSA eligibility files has caused a significant difference between
these files and has not provided assurance that either file is complete.
The State agency recently reported for the month of August 1968 that
its eligibility file contained 246,000 identified buy-in beneficiaries
while SSA reported 280, 000 beneficiaries on its records. However,
the State agency has estimated that 320, 000 persons are eligible for
buy-in benefits and should be included in the buy-in eligibility files.
Consequently, there is no complete eligibility record containing the
information necessary fol timely and accurate claims processing and
accurate determination of the premium liability.
In May 1968, SSA provided the State agency with magnetic tapes of
its eligibility file for the purpose of identifying and resolving the
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differences. The State agency did not have the computer programs
necessary to utilize the tapes and had not developed the necessary
programs at the time of our review. The agency had set several
dates for initial reconciliation to be made and to establish procedures
for a continuing reconciliation, but none of these dates had been
met because of the low priority assigned to the buy-in and a lack of
personnel capable of preparing the necessary computer programs.
We believe that the State agency should provide the necessary
resources to complete a reconciliation as soon as possible.

Estimates by the State agency of persons eligible for the buy-in com-
pared to the number of persons being bought-in, indicate that Cali-
fornia is making insufficient payments to Title XVIII. The buy-in
agreement with the Secretary of HEW provides that all eligible per-
sons will be provided SMIB when they become eligible, and the Title
XIX program will pay the cost of the premiums. Currently, an esti-
mated 40, 000 eligible persons have not been identified and reported
to SSA, resulting in an understatement of the premium liability on
monthly invoices from SSA of about $160,000.

New York - The State Department of Social Services did not make
adequate audits of Medicaid operations at local agencies. During
the period May 1, 1966, to December 31, 1968, only 31 audits were
started, of which only 16 were completed, at the 64 local agencies
in New York State. In the New 'ork City area, only three audits had
been started, and none completed, since the inception of the program.
Moreover, in our opinion, the audits that were performed were not
effective because: (a) causes of deficiencies found were not shown,
thereby inhibiting corrective action, (b) findings disclosed in one
part of the State were not transmitted to other audit sites to ensure
appropriate statewide audit emphasis, (c) only 1 month's transactions
were used as the basis for the audit tests and deficiencies found in
that month were not examined in other months to determine overall
impact and trends, and (d) corrective action was generally required
only for that month in which the test was made and errors found. All
these represent serious weaknesses in management controls.

We recommended that greater emphasis be placed on an audit program
with appropriate supervision and monitoring to ensure adequate cover-
age. We further recommended that SRS followup with the State agency
to ensure that an effective audit program exists and is operating
properly.

The New York City Department of Social Services (NYCDSS) does
not have an internal review section which can review, evaluate, and
appraise the Medicaid operation of the department on a regularly
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programmed and systematic basis, Moreover, within the Bureau of
Medical Assistance, no organizational element has been designated
to perform these functions. The need for this important mantrgement
tool is emphasized by the significant weaknesses we found during
our audit of the administration of the Medicaid programs For eMmple#
even after audits by the City Comptroller disclosed that voluntary
hospitals had overcharged the sity I.8 million in I years, NYODID
failed to credit this amount to the Medicaid programs

These conditions, when considered together with the continuing
legislative changes in the program and the complexity and elie of
the Medicaid operations in terms of employees, money, and facili-
ties, point up the need for top management to have a control to assure
itself that established plans, policies, and prooedures are being
implemented and executed efficiently and effectively, We reported
on this lack of managerial control in our prior audit of public assist-
ance administration. While we were advised that favorable consider-
ation was being given to our recommendation, to date no effective
action has been taken to implement our suggestion.

We recommended that NYODS8 set up an internal review section
indeper-lent of operational segments of the Department and responsible
directly to the Commissioner,

abode Iland - The State's Medicaid manual allows refilling of prom
scriptions up to 90 days after the date the original prescription was
filled. We examined the records on 900 prescription refills and found
that 120 were refilled from Ito 308 days after the 10-day limit expired
The State manual also lVmits refills to three per prescription. We
found 10 cases where a fourth refill was made, although in each case
the refill form showed that three refills had previously been made.

?naaXly.g€i - Weaknesses in administration of Medicaid in the State
Welfare Agency were generally attributed to () failure to comply with
prescribed procedures, (b) poor internal controls, and (a) loak of
effective supervision and reviews There was reason to believe that
top management was not always aware of these conditions. We
recommended that the State agency establish an internal review
section to determine that its policies and procedures are accom-
plishing their objectives, and to evaluate the effectiveness of admin-
istration. There should be a regularly programed jroodure for peri-
odic reviews, evaluations, and appraisals of all ongoing operations
of the agency# This could result in (1) a more timely remedial action,
0) improved safeguards and stronger administration# and (c) signi-
ficant reductions in program costs to the State and Federal Governmentss
To be more effective, we believe that the internal review unit should
be directly responsible to the Secretary of Public Welfare or his deputy
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I=a Our review disclosed a need to strengthen the State Depart-
ment of Public Welfare (T8DPW) procedures for certifying and auth-
orizing nursing home care for eligible individuals. After TBDPW's
Division of Medical Services certifies individuals as eligible for
nursing home cars# the certificate of eligibility is forwarded to case-
workers in the field, who authorize the nursing home care and for-
ward the authorization to TODOW's Division of Data Processino,
which is responsible for processing the authorizationiss There were
no controls, however, to ensure that nursing home care was auth-
orised only for those who were certified, Conversely, there was no
control to ensure that caseworkers always authorized nursing home
care for those individuals certified as eligible,

We recommended that TODPW strengthen its internal control pro-
cedures by providing a cross-reference system between the Divisions
of Medical Services and Data Processing on all recipients certified
and authorized for nursing home care,

H- Unissued Medical Assistance Authorization (ID) Cards
were not prenumbered, no control register was maintained, and
blank cards were not adequately safeguarded, The ID card is the
only identification and authorization required for the holder to obtain
physicians' services, prescription drugs, and certain emergency out-
patient hospital services. No one employee was designated by the
State agency as the responsible official for the control and issuance
of these cards We noted that several employees had a supply of
blank unnumbered cards which were not looked up,

Under these conditions it is possible for unauthorized persons to
obtain ID cards and obtain certain medical services without the State
agency being aware that an ID card is missing. We recommended
that controls over storage and issue of the ID cards be strengthened.

Forms used to open, change, or oloe all Public Assistance (Group
I) and Medically Needy (roup II) cases were forwarded daily to the
State agency by the county welfare agencies, Those pertaining to
Group I cases wore recorded in a document control register and
reconciled to the public assistance payments listing, Forms appli-
cable to the medically needy cases, however, were put into the
State agency's system without being recorded on a document control
register or any other similar records It is possible, therefore, for
unauthorized Group II cases to be placed into the system, and for
lost cases to be temporarily undetected. We recommended that
Group It documents also be subject to control similar to the Group I
oases,
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New-Meio- Our oxamnination disclosed management weaknesses
in administering the program which, in our opinion, have hirndered
the maximum utilization of resources in accomplishing program
objectives. Examples of deficiencies noted were: (a) some functions
of program administration were spread throughout the agency and not
located as a cohesive unit in the administrative structure of the
agency, (b) the agency had not established procedures to build up
a qualified staff as required by Federal regulations, and (o) the agency
did not have an effectively functioning medical advisory committee
as required by Federal regulations.

In 12 States we found that the agencies responsible for Medicaid did not
make systematic utilization reviews of services provided to recipients,
either because the necessary data was not available or because the
agencies did not use data that was available, Without such management
reviews of program expenditures, neither the State nor SR8 can be assured
that there are not abuses in the Medicaid program resulting from (a) over-
utilization of services by recipients, (b) overservicing by medical pro-
viders, (o) duplicate payments, (d) fraudulent claims, and (e) other
undesirable practices.

Section 1902(Ca) (30) of the Social Security Act, effective April 1,11968,
requires that, "A State plan for medical assistance must provide such
methods and procedures relating to the utilization of, and the payment for,
care and services available under the plan as may be necessary to safe-
guard against unnecessary utilization of such care and services and to
assure that payments (Including payments for any drugs provided under the
plan) are not in excess of reasonable charges consistent with efficiency,
economy, and quality of care," The SR8 regulations Impleni nting this
section of the Act provided that, "Effective April 1, 1968, a State Plan
for medical assistance must: a. Provide that a processe(as) of utiliza-
tion review is established for each item of care or service .&.,s that is
included in the State's medical assistance program." Our audits showed,
however, that only 4 of 16 States made systematic reviews.

California - Significant numbers of Medicaid recipients in skilled
nursing homes - as many as 35 percent in one county - did not
require this level of care, In addition to Section 1902 (a)C(30) , the
State's regulations stipulated that no services shall be covered
which are not reasonable and necessary for the prevention, diag-
nosis, or treatment of disease, illness, or injury, Thus, only recip-
ients with medical problems requiring skilled nursing home care should
receive such care under Medi-Cal, California's Medicaid program.
Medi-Cal does not provide for lesser levels of oars, such as those
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for boarding homes or intermediate care facilities. Such care, if
available, is to be provided under the categorical aid programs.

Studies of nursing home Utilization made by Santa Clara and San
Diego counties showed that from 22 to 35 percent of the recipients
in skilled nursing homes did not require skilled nursing care. If
these studios are ropresentacivo of nursing home utilization throughout
the State, the excess cost to the program because of overutilization
could be as much as $33 million annually.

Representatives of the Department of Public Health and Alameda and
Santa Clara County Medicaid consultants said that the State was fully
aware of the problem of overutllization, or inappropriate utilization,
of skilled nursing homes, They also said that persons not requiring
skilled nursing care are placed in nursing homes under the Medi-Cal
program primarily because facilities providing lesser levels of care,
which would be more appropriate, are not available in sufficient
numbers in the State.

The State agency is in the process of establishing regional and dis-
trict offices throughout the State. Upon completion of this decen-
tralization, the program consultants will be directly responsible to
the State agency instead of to the various counties. The State agency
therefore expects the reviews for placement of patients in nursing
homes to be applied on a more uniform basis than in the past.
Medical-Social Review Teams are expected to be established even-
tually to evaluate the placement of recipients from both a medical
and social point of view' The State agency believes that improved
screening by these reviuw teams will significantly reduce improper
utilization of skilled nursing homes. We found, however, that with
the exception of guidelines limiting skilled nursing care to those
persons needing such care, no other specific plans, policies, or guide-
lines for the elimination of nursing home overutilization had been
formulated.

We recommended that the State agency take action to assure that
Federal funds are not claimed for skilled nursing home services
provided to persons not requiring such services, that Medi-Cal
program consultants be instructed not to approve such care for indi-
viduals not requiring it, and that a utilization review program be
established for nursing homes participating in Medi-Cal.

New York, - The New York City Department of Social Services
had no recipient or vendor history profiles which could provide a
basis for control over expenditures, The NYCDSS computer was not
effectively used to provide management with information on payments
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made on behalf of recipients so that an effective review and evalua-
tion of medical services rendered under the program could be made.
For examples the cdmputer could not be used to determine the cost of
services rendered to Medicaid recipients, Lack of computer capa-
bility in this area alone resulted in the inability of NYCDS8 to (a) re-
cover the values of services rendered to ineligible recipients, (b) effec-
tively pursue its procedure for processing fraud cases, (c) determine
when proper collections should have been made from recipients with
"excess income," and (d) detect duplicate payments made to vendors.

Wisconsin - The State agency did not have a systematic plan for
making ut~lization reviews of benefit payments, Payments reviewed
were either selected arbitrarily or were referred by a fiscal agent.
Under this procedure each payment does not have the same chance
of being reviewed, so the results may be biased, Furthermore,
reviews made by two fiscal agents were limited to those payments
for which the documentation was readily accessible, State agency
officials said that the excessive time involved in locating the vari-
ous documents precluded a more complete and adequate test., Com-
prehensive reviews, therefore, were not made, This procedure is
inadequate because it will not disclose (a) overutilization of services,
(b) unusual trends in services to recipients, or (c) duplicate pay-
ments, State agency officials stated that these reviews were also
limited because the fiscal agents did not maintain profiles detailing
services provided to recipients,

Wsh in.im - The recent adoption of the declaration system resulted
in a significant reduction of visits to nursing homes for eligibility
verification purposes, Plecomont workers woee reassigned to desk
reviews of financial declarations of State VLapartment of Public
Assistance (WSDPA) applicants and recipients, This absence of
on-site visits has weakened management controls

Our visits to several nursing homes disclosed that on-site reviews
should be resumed and expanded to include reviews of areas other
than the personal funds of WBDPA patient-residents. Presented below
is a summary of the results of our review of drug records and drug
purchase procedures,

Drug Records - We found a need for WBDPA review of patient drug
records at each nursing home. Drug orders and receipts had not
always been recorded in the nursing home records, Without such
postings, there is no assurance that drugs charged to WSDPA were
actually furnished to the patients, For example, at one nursing home
we tested 126 drug transactions fort7 patients and found that 10
different prescriptions paid by WSDPA were not recorded in the patient
records,
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Drug Purchase Proedurtes a At ono nursing home we found instances
where drugs purchasud Irom private pharmacies should have been
obtained through State sources. WSDPA requires that certain drugs
for former patients of state hospitals be obtained from these inoti-
tutions in order to participate in cost advantages available to the
State inseitutions, The nursing )tome drug records of four former
State institution patients showe' seven instance where drugs pure
chased from private druggists h )uld have been ordered from the
State hospitals-, Purohasoe from the Stat hospitals result in sub-
stantial savings.

We recommended that WIDPA resume on-site reviews of nursing
homes including tests of drug records and drug purchase procedures.

We believe that the absence of procedures providing for the maintenance av.j
active review of reoipeont and medical providers profiles precludes the
utilisation of an effective internal control method for monitoring expendi-
turos by the State agencies and/or fiscal agents to assure the propriety
and correctness of expendituies, the detection of duplicate payments
and overpayments, and the detection of potential abuses of the program by
medical providers or recipients, Therefore, we feel that unless proce-
dures are established for the maintenance and active review of medical
providers and recipient history profiles, the responsible• Itate agency
cannot assure IPJ that payments of claims made on its behalf are proper
under the Medicaid program,

We recommend, therefore, that SORS take steps to ossure that thd States
have adopted utilization review procedures, that the procedures are put
into effect* that there is oa continuing review and evaluation of the data.
and that corrective actions are taken when deficiencies are founds

PROCADUA£ roR PROCVSIINO CLAIMd

In 13 States we found that adequate procedures had not been established
for such aspects of claim processing as preventing, identifying, and
recovering duplicate payments and overpayments, and identifying poten-
tial third party liability. As a result, substantial amounts of Federal
funds which could have been used for other worthy purposes in the Medi-
ocad program were spent unnecesarily.

Good management practices include checks and controls that help to assure
maximum efficiency, economy, and adherence to program objectives and
requirements, The general objective of adequate control over disbursements
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is to provide for proper disbursements in a timely and efficient manner
and to prevent improper disbursement of funds.

Our review disclosed, however, many instances of State agencies or
fiscal agents maintaining historical profiles for medical providers, yet
not verifying claims to these or other records to determine whether a
similar claim had already been paid. Some States and fiscal agents had
not established any controls to determine whether overpayments had been
made, but relied upon medical providers to voluntarily refund any over-
payment. In addition, potential third party liability claims in many States
were not always identified, either because processing procedures were
not followed, wore inadequate, or haJ not even boon established. We
also found that some payments to medical providers were delayed because
of an excessive amount of time required to verity recipient eligibility.

The following illustrate the deficiencies found in our audit of claim
processing procedures.

DuglicatePayments and Overpaymnents

Cal1fornia- Procedures at Blue Cross wore inadequate to preclude
duplicate payments for medical services provided under the Medicaid
program. Duplicate payments resulted from claims coding procedures
that effectively bypassed the computerized edit systems, from an
unnecessarily large number of conditions that had to be met before
machine rejection of duplicate claims, and for other reasons not
readily determinable because documentation on computer program
changes was not retained. An examination of the Medicaid payment
histories for 99 recipients selected at random disclosed that one or
more duplicate payments had boon made to providers of medical
services for 14 of these recipients, A review of current payments
disclosed that about 4 percent were duplicated, and multiple pay-
ments during a recent 3-month period could amount to as much as
$200,000. Total duplicate payments from March 1, 1966, to
February 28, 1969, could be as much as $2.4 million. We believe
that corrective action should be initiated to identify and recover
Federal funds Improperly claimed as a result of overpayments for
medical services.

Pennsylvania - Duplicate payments to physicians, dentists, phar-
macists, and other vendors could have been avoided if necessary
controls had been established. We conservatively estimated that
undetected duplicate payments amounted to more than $80,000
a month, about $1 million a year, A which the Federal share was
about $550,000.
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now York - The New York City Department of Social Services over-
paid dentists because it did not have separate patient history and
vondor files and so could not relate duplicate billings to invoices
previously raceivad. Our toft of payments made ovor a 5-month
period in 1968 showed that more than 10 percent of the dental care
received by Medicaid recipients was paid for more than once. During
the 11 months ondod Deccmbor 31, 1968, dentists voluntarily refunded
about 850 duplicate payments totaling more than $5C0,000. This
volume of voluntary refunds clearly indicates that total overpayments
were substantially higher.

Malsachusetts - The State agency did not effectively carry out itti
responsibility to control processing, reviewing, and paying of
vendor claims. Complete written procedures were not issued and
local welfare office practices were not monitored. This failure to
provide detailed written procedural instructions for processing and
reviewing vendor claims contributed significantly to the deficiencies
disclosed by our review at the Boston, Springfield, and Attleboro
Welfare Service offices. Instructions to operating personnel were
not sufficient to preclude duplicate payments, excessive fees paid
for example, to doctors and dentists, and payments of excessive
drug prices.

We found that the Boston office did not have adequate procedures
for checking fees against established schedules. Although employees
stated that claims were checked against fee schedules, our review
of 131 payments to dentists and physicians disclosed that 11 claims
were overpaid. This error rate of 8.5 percent indicates Inadequate
review.

A high percentage of drug claims we examined was overpriced. In
Attleboro, almost 9 percent of the invoices were overstated by about
8 percent of he correct price. In Springfield, over 36 percent of the
invoices were overstated by about S percent. The Loston office was
overcharged an average of 13 percent on almost 50 percent of the
drug invoices we examined.

Reviews of drug bills by welfare employees needed improvement.
One office reviewed only those bills over $10, although most pre-
scriptions cost loss than that amount. Another office reviewed
bills only for arithmetical accuracy and did not check for proper
dosage, refills, prices, or eligibility.

A consulting firm hired by the State agency was developing new
systems nd procedures to process Medicaid vendor claims. Wien
fully operative, these systems and procedures should control the
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deficiencies noted in our audit. However, they will not be applied
retroactively to determine the extent of ineligible payments made
prior to the time the system becomes fully operative. Other review
methods will have to be employed for the prior claims.

Third Party Liabilit?

California - Potential third party liability claims were not always
identified because processing procedures were not followed or were
not adequate. Prior to June 1967, the fiscal agent did not have pro-
cedures to identify Medicaid claims for which third parties may have
been liable. As a result, collection action was not initiated and
the fiscal agent used Medicaid funds to pay claims for which third
parties orere liable. We also found that claims were processed with-
out determining the beneficiary's personal liability status or whether
the beneficiary had other medical coverage, such as private Insur-
ance. Consequently, Medicaid funds were used when "medically
needy" beneficiaries or insurance programs may have been liable.

Minnesota - State or county agencies had not taken appropriate
measures to ascertain third party liability on Medicaid claims. The
State plan did not contain provisions relating to third party liability,
nor did the State agency have information about policies and proce-
dures followed by county agencies in complying with the Federal
requirements in this respect. Our review disclosed that claims were
paid as submitted and reimbursement was subsequently requested
only when it was readily apparent that third party liability existed.
Providers and counties did not have procedures for readily identi-
fying certain categories of third party liability, such as Medicare
or private health insurance coverage.

We recommended that the State plan be amended to provide reasonable
measure for ascertaining when third party liability exists, and that
policies and procedures be prescribed to the providers of medical
services and to the counties for implementation of the plan provi-
sions. We also recommended that third party liability be identified
on the medical identification cards and on the recipients' payment
records, that direct billing be made by providers to third parties
whenever there is evidence of such liability, and that the State
agency periodically review activities of the counties to insure that
these procedures are effectively implemented.

Michigan Medical Service, one of the State agency's three fiscal
agents, paid providers from Medicaid funds even though claim forms
showed that recipients also had health insurance coverage under
Michigan Blue Shield, the agent's private health insurance plan.
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Michigan Medical Service reimbursed Medicaid funds after it checked
eligibility and determined the amount payable under Blue Shield, but
moamiwhile Medicnid funds had boon used needlessly and reimbursements
From llue Shield wero unimoly. At the time of our audit, about 5,000
claims totaling about $400,000, of which the Federal share was about
$200,000, were outstanding. Some claims were more tnan a year old.

Tom - Procedures employed by the State agency and its fiscal
agent were insufficient to determine third party liability on claims
paid for medical services. The only source of information available
to the fiscal agent regarding third party liability was a statement
required of providers on the claim forms as to the existence of med-
ical insurance. We noted numerous instances of refunds from providers
to the fiscal agent on claims paid by the fiscal agent. The claims
were originally paid on the baslisof providers' statements that no other
coverage existed. We believe tI at the existing procedures did not
provide the control necessary to assure the absence of possible third
party liability or the use of funds from such sources before payments
were made from program funds,

Washington - The State agency had not collected the correct amount
from the responsible third party in 20 percent of the cases we exam-
ined. Our review disclosed that improvement In processing third
party liability cases was needed in several areas. There were (a)
inadequate procedures for Identifying potential third party liability
cases when vendors used magnetic tape for billings, (b) clerical
errors, and (c) incorrect Interpretation of physicians' diagnoses.
The State's ability to identify third party liability cases processed
on magnetic tape would be improved if vendors reported accident
related services on their billing form. A procedure to require vendors
to indicate on all billings whether there is potential third party
liability would reduce clerical errors.

The establishment of responsibility for the third party liability pro-
gram at the county office level, rather than at the individual vendor
level, would also strengthen control procedures. Such assignment of
responsibility would eliminate the present fragmentation of these
responsibilities among vendors, county offices, and responsible State
organizations. This would provide the control necessary to assure that
all billings are properly marked as to potential third party liability.

Timeliness of Claim Processing

Illinois - The Department of Public Aid (IDPA) did not pay all vendors
of medical assistance within the time limitation prescribed by SRS.
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Prior to July 1, 1967, Federal po'icy provided that financial partici-
pation was available in otherwis a eligible medical payments pro-
vided not more than 12 months elapsed between the month of the
latest service to an individual and the month of payment for the
particular service. Effective July 1, 1967, the limitation was
extended to 24 months.

During the period July 1, 1966, through September 30, 1968, medical
payments made after the time limit had expired amounted to almost
$2.1 million, the Federal share of which was over $1 million. Delays
in paying medical providers' claims were attributable to (a) delays
in receiving the bills, 0,) rejection of invoices, necessitating return
to vendors and reprocessing one or more times, and (c) weaknesses
in methods of processing.

As a result of our audit, IDPA reduced its claim for Federal parti-
cipation during the 30 months ended December 31, 1968, by $2.55
million (Federal share $1.27 million). The State agency also initi-
ated data processing controls to identify medical payments made
after 24 months from the date services were last provided.

Washington - Delays in processing and paying dental claims occurred
because of the excessive time required to verify recipient eligibility.
Thirty-seven percent of the dental claims we examined required 60
days or more to process and pay because the fiscal agent's magnetic
tape system of providing data to the State agency was not incorpo-
rated Into the State agency's machine accounting system.

ELIGIBILITY

Our review of the procedures for determining initial eligibility, recerti-
fying eligibility, and operating the Quality Control (QC) program disclosed
that in many of the States reviewed there is a need for improvements in
these very important areas. Huge amounts of money are expended for
medical aid on the basis of these certifications and management should
take every precaution to ensure reliability.

Determination of sliglbility and recertification of eligibility of individuals
for Medicaid is governed by the provisions of the State plan approved by
SRS. Quality Control is a procedure for review by the State agency of
these medical eligibility case actions. The Handbook of Public Assist-
ance Administration states that QC includes four general processes:
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"(1) a continuous review of samples of local agency case actions
throughout the Statet (2) assembly and analysis of case action
findings (3) the planning and carrying out of corrective measures
to deal with significant problem areas as they come to the State
agency's attention and (4) periodic assembly and reporting to the
Administration of findings and results."

The Handbook further states that the focus of QC It on locating the
types of errors frequently occurring in the program, determining why
they occur, and bringing on the action by which they can be brought
to a minimum level of incidonce.

We found, however, that in 10 of 16 States audited one or more aspects
of eligibility were not receiving appropriate attention from agency per-
sonnel. These lapses precluded assurances that only eligible indivi-
duals were receiving medical assistance, The following findings
illustrate the major problems which require attention in order to improve
the management of the Medicaid program at the State, local agency,
and intermediary levels.

Declaration System for Eligibility Determination

New York - Since the inception of its Medicaid program, eligibility
for medical services in New York City has been established through
the use of a declaration system. Declarations are required to be
validated by a subsequent full field investigation of a sample of the
approved cases. Our review of the implementation of the system,
based on statistical reports arising from the validation, showed
these results:

1, Tho number of sampled cases closed because of ineligibi-
lity, or because eligibility could not be established, amounted to
over 11 percent of the total caseload. Considering the overall
monthly medical caseload of about 442 ,1000 during calendar year
19681 it is likely that about 80,000 cases could similarly have been
closed if they had been fully investigated

2. These are not entirely new disclosures. City officials had
enough information, before our review was made, to warrant corrective
action by the city and State agencies. The need for prompt attention
became even clearer after June 1968, when data under the present
classification system became available. Nevertheless, there was
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little evidence of any effective action by either the city or State
agency to identify and analyze the factors contributing to the high
case closing rate so that corrective measures could be explored. In
addition, supervision and guidance furnished by the State agency
were generally inadequnto. furthermore, no "action level" was
established for the validation process until January 1969 (and then
only on a limited basis) - more than 2 years after the Medicaid
progrem was initiated.

Quality Control Syst2m

Now.York - The State agency's administration of the Quality Control
program relative to New York City operations required improvement
to assure management at all levels that surveillance of the deter-
mination of eligibility under the Medicaid program is adequate and
that the required corrective action is promptly taken. We found that
the State agency did not notify the city when QC reviews revealed
deficiencies requiring prompt action so that corrective measures
could be taken. In addition, lack of internal controls and other
weaknesses at the city interfered with the proper assembly of case
actions for the State, and thereby limited the value of the State's
QC review. In this regard, controls were not established to ensure
that all such actions wore made available for review, the universe of
actions was not maintained on a current basis, or prenumbered and
arranged in chronological order es specified by Federal requirements,
and the field of QC actions was incomplete because one category of
actions (Medical Assistance-Home Relief Cases) was omitted from
the monthly universe. As a result, there was no assurance that the
sample selected for review was unbiased or that the results of the
sample were statistically effective.

California - Our review showed that quality control schedules were
not tabulated and analyzed on a current basis. As a result, timely
identification of the causes and correction of significant problems
in the determination of medical eligibility had not been made.

As of the date of our examination, the State had completed reviews
of 290 of the 450 positive actions required for medical eligibility
for the 12-month period ended March 31, 1969. In 49 of the 290
cases, or 17 percent, the county had erred in computing the recip-
ient's share of medical costs. The recipient's share was under-
stated in 37 cases and overstated in 12. Of the 49 defects, 24 were
attributable in some degree to the recipient stating his resources
incorrectly in the declaration statement on which eligibility is estab-
lished. This rate of error is similar to that disclosed by a State
review of the declaration system, which showed that only about
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one-half of the applicants' declaration statements agreed with the
results of a subsequent investigation and about 20 percent disclosed
an error in the share of cost for medically needy only cases. This
figure is comparable to the 17 percent figure noted in our review of
the Q.0 case actions. in addition, county welfare staffs were
responsible in some degree for 35 of the 49 defects. Local agencies
did not always correct medical eligibility errors brought to their
attention during the State's QC review. In Santa Clara County two
of five defects had not been corrected. In one case the county had
established the recipient's share of medical costs as $71 per quarter
whereas the QC reviewer determined it should have been $722. In
the other case the QC reviewer determined the recipient's share should
have been $135 per quarter instead of $3 as computed by the county.
As of the date of our review, which was 10 weeks after the county
was notified of the second defect, the county had not corrected the
recipient's eligibility card or updated the State's eligibility file.

We recommended that the State agency (a) tabulate and analyze the
QC results more frequently, (b) take corrective action promptly when
indicated by the analysis, and (c) establish controls to assure
corrective action by the local agencies.

PEnnsylvania - The State agency had no controls to assure that all
required case actions were reported to the State office by local
agencies. As a result, thee was no assurance that the universe
from which the State's QC statistical sample was selected, was
complete. Case actions reported by some local agencies were
limited to applications for Medicaid and did not include redeter-
minations of eligibility or terminations.

In addition, we found that local agencies were not always notified
of the State's quality control review findings, nor were they required
to report actions taken when defects were brought to their attention.
Furthermore, the QC director was not notified promptly when the
rate of case action error reached a level that would require him to
act, nor was the program manager always informed of the results of
the QC review,

Illlnot - Our review of the State's system of quality control of case
actions on medical eligibility disclosed that: (a) Nine of the 33
cases that we reviewed had delays of over 60 days. It took up to
111 days to complete reviews of some case actions. (b) The annual
statistical report on quality control did not agree with the sup-
porting detail, The report showed that 736 case actions were
examined and that 912 defects were found, but the supporting detail
showed I, 184 actions and 1,t182 defects. (c) Twelve "Quality
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Control of Case Actions" forms wore missing from the 33 cases in our
sample. redoral policy requires that the records necessary for pre-
paring statistical reports, including these forms, be maintained.

'foxa.n - Thn Stati agency had not extended its quality control por-
caduros to cover Medical Assistance only cases. The exclusion of
this large number of cases (about 17,000 at February 1, 1969) from
the review system signifIcantly detracts from satisfactory control
over the process of eligibility determinations. We recommended
that the quality control review be extended to cover these cases.

Redetermination of Eligibility

Wisconsin- The State agency's supervision over county agencies'
redetorminations of eligibility was inadequate. Three of five
counties we visited had not made timely redeterminations of eligi-
bility in certain cases. One county hdd not acted on some cases for
as long as 0, months after expiration of eligibility. Furthermore, the
county agencies failed to notify appropriate fiscal agents that
eligibility had terminated for these recipients, and as a result
payments were made for services provided to ineligible persons.
Of the 119 cases for whom redetermination of eligibility had not
been made, we noted that medical payments had been made for 17,
or 14 percent of the total.

Our audit further disclosed that many case records did not include
required forms documenting casework actions, therefore there is no
assurance that such actions were initiated. Of the 60 case records
examined, 3 did not include the "Notice of Approval for Medical
Assistance," 38 did not include the "Notice of Expiration of Certi-
fication for Medical Assistance," and 39 did not include the "Notice
of Continuing Eligibility for Medical Assistance."

We recommended that a refund be obtained for medical payments
made in behalf of individuals w-.ose eligibility had not been rede-
termined within the prescribe, time limit, that controls over county
agencies be strengthened to ensure compliance with redetermination
of eligibility requirements, and that case files be fully documented
with copies of the decisions on eligibility sent to the applicants.

Payment for Medical Services to Ineligible Recipients

Michigan - We estimated that payments of approximately $2. 1
million ($1.05 million Federal share) were made by the Michigan
State Agency, through its fiscal agent, Michigan Medical Service
(MMS), for services to ineligible recipients. This occurred when
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the State agency, in August 1967, discontinued requiring eligi-
bility determinations by MMS prior to payment of medical claims.

Experience indicated that about 30 to 60 days elapsed between
the time that a person was determined to be el',gible by the county
and the date his name appeared on the monthly list of eligible
recipients prepared by the State agency and furnished to MMS.
Also, providers had made mistakes in recording the recipients'
identification numbers. These factors created a backlog of pro-
viders' claims, causing complaints about delay in payment. As
a result, the State agency changed its procedures and instructed
MMS to make payments in these instances but to identify them
separately and to submit weekly listings of such paid claims so
that the State agency could subsequently followup and take what-
ever action was necessary.

Of the 74 weekly listings forwarded to the State agency during the
period August 1967 to January 1969, the State agency had checked
eligibility for claims of over $10 on only 17 of the listings, 42
had been partially completed, arid 15 had not been started at the
time of our review. No adjustment had been made for the claims
known to have been paid on behalf of the ineligible recipients.

For the 17 listings that had been completed, $323,764, or 40 percent,
of the claims examined by the State agency on these listings was
paid on behalf of ineligible recipients. Based on a projection of
the results of the State agency's analysis of these 17 listings, we
estimate that almost 200,000 claims totaling about $2. 1 million were
paid on behalf of ineligible individuals during the period August
1967 to January 1969. We recommended that the State discontinue
making payments prior to determining eligibility and that the Federal
share of payments made to ineligible individuals be refunded to
the Federal Government.

California - During the 22 months ended December 31, 1967, the
State used about $897,000 in Medicaid funds to pay for diagnostic
services for crippled children. SRS regulations provide that
although the Medicaid program can pay for medical services to
crippled children, it cannot pay for diagnostic services. Under
the crippled children's program, diagnostic services must be made
available without charge and without restriction or requirement as
to the economic status of the child, his family, or relatives. We
recommended that the State agency stop using Medicaid funds to pay
for these services and that the State refund the Federal share of
Medicaid funds already used - about $448,500.
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OTIIER PROBLEM AREAS

Our review disclosed instances of weakne, es or deficiencies In a variety
of areas. Although some of the weaknesses were not directly related to
the segments of the program we reviewed, they affected management of
the program in varying degrees and in one or more ways. In other situa-
tions, findings were unique to one State, but in our opinion were of sub-
stantial significance. While the impact of these problem areas is not
always measurable in terms of money, we feel that they significantly
affect the program and that the State agencies should take corrective
action. Also, we believe that it is possible that these or similar situa-
tions may exist in other State agency Medicaid programs. We recom-
mend that the Social and Rehabilitation Service, through program reviews
and other surveillance techniques, assure itself that If these situations
do exist in other State agencies, corrective action is Initiated.

The following examples are illustrative:

Special Claim for Outpatient Costs

New York - The State agency claimed $29.8 million, of which $9.7
million was the Federal share, for the cost of outpatient visits at
New York City municipal hospitals under the Medicaid program
during the period May 1, 1966, to June 30, 1967. The validity of
the claim could not be established.

From the inception of the Medicaid program in May 1966 to June 30,
1967, the City of New York failed to determine, on an actual basis,
the number of outpatient visits to municipal hospitals by Medicaid
recipients. By June 1967, the volume of this data was so great
that the State asked HEW to accept the results of a sample of visits
made during July through December 1967, to apply retroactively in
determining eligibility and cost distribution among the Federal,
State, and city agencies. HEW agreed, provided that the sampling
specifications it established were followed. Our review disclosed
that none of these specifications were followed satisfactorily.

The overall results of the sample as reported by the city were
inaccurate because the city did not satisfactorily control and moni-
tor a sclenlific sample and the State did not supervise the city's
computations. We estimated that of the 9,415 visits sampled by
the city, about 772, or 8.2 percent, were erroneously coded and
classified and about 470, or 5 percent, of the cases would be
unavailable.
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Cost of Mental flealth Services

Illinois - We could not determine the acceptability of amounts
claimed for providing services to eligible patientE in State mental
institutions during the period January 1, 1967, through June 30,
1968. This was due to uncertainties as to whether the entire amount
incurred by the State for these charges was allowable or only the
amount of the previously established monthly maximum charge of
$132 per patient. The difference in Federal participation amounts
to over $10 million.

The Illinois Mental Health Department code provided that each
patient receiving treatment in a mental health program of the depart-
ment, and the estate of such patient, is liable for the payment of
treatment charges. The rate is calculated by averaging per capita
cost of operation of all State hos 3itals for the fiscal year immediately
preceding the period of care for which the rate is calculated, except
that the State may at its discretion bill at a lesser amount than such
average per capita cost. If the patient, his estate, or the respon-
sible relative are unable to pay, the cost Is borne by the State. The
rate of $132 was applicable for the period July 1 to December 31,
1966. However, on October 25, 1967, the State changed its pro-
cedure to provide that for calendar year 1967 the maximum charge
for treatment of patients in State hospitals who are 65 or over and
eligible for benefits under Titles XVIII or XIX of the Social Security
Act, is the actual per diesn rate cost of the hospital providing treat-
ment. These rates rangel from $207 to $1,.07 a month. The maxi-
mum charge for treatment to be assessed against a patient not eligi-
ble under Titles XVIII and XIX remained $132 per month.

This created a situation where (a) the State differentiated between
patients eligible for Title XIX and those who were not, (b) a ques-
tion may exist about supplanting State funds with Federal funds,
and (c) the rate for individuals eligible under Title XIX was increased
retroactively to January 1, 1967.

We recommended that appropriate determination be made about the
allowability of the amount of Federal participation claimed for cost
of services rendered to patients in the State mental institutions.

Contract with Blue Cross-Blue Shield

Texas - The State Department of Public Welfare (TSDPW) con-
tracted with Group Hospital Services, Inc. (GHS), operated
by Blue Cross-Blue Shield of Texas, to process and pay, claims of
hospitals and physicians for medical services rendered to Medicaid
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recipients. Throe contracts, covering different groups of people,
were approved by SRS and incorporated into the State plan effective
September 1, 1967, when the Medicaid program became effective
in Texas. TSDPW considered these contracts to be a health
insuring arrangement in accordance with the provisions of the State
plan.

The terms provided for monthly premium payments by TSDPW for each
Medicaid recipient. A specified amount of the premium is desig-
nated as compensation to GHS for plan services. The premium
rate, including the portion applicable to plan services, is subject
to adjustment at the request of either party. Any adjustment in the
premium rate would be retroactive to the inception of the contracts
and would be calculated so that total cost of the adjusted premium
rates would equal the sum of the total benefit costs plus total plan
services costs. The contracts further provide that following termi-
nation of the contracts, GHS will repay to TSDPW any sum by which
total premiums exceed total benefit and plan services costs. We
did not analyze or review GHS administrative costs, but we did
attempt to determine the equity of the premiums designated for such
costs. We found that the only information provided TSDPW as the
basis for determining GH1S administrative costs was a one page
summary of estimated costs which totaled over $3 million. The
summary listed 10 administrative cost items, one of which was
"provider audits" at an estimated cost of $225,000. As of the date
of our audit, no provider audits had been made and there were no
firm plans to make any.

Another Item was $1.2 million for "data processing," This repre-
sented the estimated cost of computer services to be furnished GHS
by the Electronic Data System Corporation (EDS). A contract between
GHS and EDS provided for a two-phase operation. Phase I consisted
of preinstallation activities at a cost of $62,580. Phase II related
to the regular ongoing computer services provided to GHS. Tha cost
for this service was a monthly charge based on the number of pro-
cessed claims. The rate per claim changed at certain prescribed
volume levels. However, there was no documentation available to
show the relationship between estimated costs expected under the
terms of the contract, and the $1.2 million included in the premium
rate computation.

We noted other items on the list which represented a portion of
joint costs, the total of which was shared between GHS and other
Blue Cross-Blue Shield activities. One such Item in the amount
of $260,000, was for "executive, administrative, and legal" costs.
However, no plan of allocation was requested by or provided to
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TSDPW, either before or after the contracts wuie negotiated with
GHS, by which it could be determined whether the amount charged
for those services was reasonable and equitable.

While 110 historical program cost information was available on which
to base the initial premium raten, we believe that they should have
been based on objective criteria supported by detailed documernt-
tion, We also believe that the administrative cost portion of exist-
ing contracts should not have been extended for an additional
12 months beginning Septembor 1, 1968, without considering actual
program costs generated during the first year of operations.

We recommended that the TSDPW review the basis for reimbursing
GHS. Payments to GHS should be based on objective cost data,
adequately supported by detailed documentation, and should bear
a reasonable relationship to the actual cost of providing the services.

The contracts do not clearly present a well defined arrangement
as prescribed in the Handbook of Public Assistance Administration,
so we asked the Office of the General Counsel to examine the con-
tracts to determine whether GItS functions as a fiscal agent or as
a health Insurer, General Counsel's opinion was that GHS is the
fiscal agent of the Texas Department of Public Welfare.

Some significant effects of the opinion follow:

1. During the 10 months ended June 30. 19680 the portion
of total premiums paid to GHS for administrative services was
almost $3 million. The State claimed Federal participation at 79.78
precent, but as a fiscal agent of TSDPW, GilS administrative costs
should have been claimed at the rate o' 50 percent. Therefore,
TSDPW overstated its claim for Federal participation by about
$888,000.

2. TSDPW's claim for Federal participation in medical service
costs was based upon premium payments made to GIlS rather than
actual expenditures for medical services provided. During the period
September 1, 1967, through Juno 30, 1968, TSDPW premium payments
to Gil$ for medical services totaled almost $33 million. During this
period, however, GHS disbursed less than $19 million to vendors
for medical services to Medicaid recipients. The Federal share of
medical services costs was therefore overstated by $11.2 million.

3. Contracts between TSDPW and GHS make no provision for
TSDPW approval of subcontracts and Inspection of related financial
records. Control over third-party agreements is necessary to comply
with the single State agency concept of program administration. We
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found no evidence that TSDIW assumed this respxmnsibility with
respect to subcontracts, and therefore it has no way of ensuring
that operations under such arrangements me.t Federal requirements.
SRS policy specifically states that the State agency has continuing
responsibility for the quantity, quality, utilization, and payment
for services provided to recipients, whether the agency makes
arrangements directly with the vendors or uses an agent to make
these arrangements. This Is a responsibility which a State agency
may not delegate.

4, TSDPW's review of GHS claim processing procedures was
inadequate. The review, consisting of computer verification of
the contractor's computer tapes of claims paid, did not provide
assurance that GHS was paying only those claims for services
covered by the State plan, or that established criteria were followed
in determining amounts payable to medical vendors.

We recommended that TSDPW amend its agreements with GHS to
clearly establish either an agency or health insuring arrangement.
We also recommended that until 4uch time as the contracts are
amended, the State agency cons:.ier G018 a fiscal agent and make
the necessary istroactive adjustments for Federal funds claimed in
excess of those allowable under such an arrangement; revise its
reporting procedures by appropriately reporting GHS administration
costs at the allowable 50 percent rate; restrict assistance costs
to actual amounts expended for medical services; and discharge
its responsibility as a single State agency in the review and control
of GHS operations pertaining to the Medicaid program, including
procedures for en.huring that expenditures are made only for services
included in the plan and that payments to vendors are allowable and
unduplica ted.

Since the issuance of our Texas audit report, the State negotiated
a new contract with GHS which is currently under review by SRS
officials and the excess balance of premium payments on hand with
GHS has been eliminated by withholding premium payments due for
February, March, and April 1969, and by paying the medical costs
from the excess balance. The basic question of whether the con-
tractual arrangement between the State and GHS represents a
health insurance or a fiscal agency relationship as a basis for
settlement of the question presented in item 1 above is now under
close study by SRS officials.

Income Tax Information Returns

New York - The New York City Department of Social Services did
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not furnish information returns to the Internal Revenue Service
(IRS) and to practitioners paid for professional services to Medicaid
clients. This can weaken IRS's verification procedures with respect
to income tax returns. Similarly, NYCDSS did not file information
returns with New York State and New York City.

The Internal Revenue Code requires that when payments for serv-
ices totaling $600 or more to any person are made during the
calendar year, IRS must be notified. The State and city have sim-
ilar requirements, NYCDSS said it was not aware of these require-
ments and we noted that NYSDSS had issued no Instructions
advising localities to conform with the Internal Revenue Code and
applicable State and local regulations.

NYCDSS makes substantial payments to medical service practi
tioners. During calendar year 1968, for example, more than 12,700
physicians and dentists received over $123 million for services to
Medicaid recipients. In addition, $62 million more was paid to
such other independent practitioners as optometrists, pharmacists,
and nurses.

We recommended that NYCDSS comply with tax regulations and
report payments made to outside practitioners under the medical
assistance program. We further recommended that NYSDSS advise
all social services districts in the State of this requirement and
instruct them to comply with the tax laws.

Fund Balances

An examination of the manner in which States operated the letter-of-credit
system was not one of the principal objectives of our audit, but our reports
do show that several States kept on hand large and often long-standing
excessive balances of Federal funds drawn on letters of credits issued
under the Medicaid program. This area further illustrates general prob-
lems in fiscal administration of the Medicaid program. Two examples
follow:

New York - The New York City Department of Social Services was
very slow in crediting the Medicaid program with refunds from such
sources as health insurance plans, workmen's compensation,
liability actions against third parties, and refunds from hospitals
for overcharges disclosed In audits by the City Comptroller. At
December 31, 1968, unprocessed credits had reached $15 milliQn,
which the Federal share was about $5.3 million. Some of these
credits were more than 2 years old.
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The Medicaid program bogan operations in New York State In October
1966, but NYCDSS made no effort to process any credits until March
1968. At September 30, 1968, the backlog of unprocessed credits
was estimdted at 30,000 and altl ough the Department was processing
about 2,.000 credits a month, by :he end of February 1969 the back-
log had Jumped to almost 34,000. The city says it has added more
employees in the processing section, is now processing about 3,000
transactions a month, and has reduced its backlog to 20,000.

California - The checking account used by a State fiscal agent to
pay medical Claims always had a large number of checks out-
standing. The average amount outstanding during 1967 was $8.4
million, half of it Federal. The State agency deposited into this
account the exact amount of claims it had approved for payment,
without regard to the balftnce of outstanding checks. We recom-
mended that sight drafts, instead of checks, be used to pay claims.
Under this procedure funds would not have to be deposited until
the drafts were presented for payment, thus reducing current cash
requirements for both State. and Federal Governments.

IV - REVIEW OF REGIONAL AND HEADQUARTERS ADMINISTRATION

REGIONAL OFFICE ADMINISTRATION

The Office of Associate Regional Commissioner for Medical Services is
responsible for administering the Medicaid program at the regional level;
it is a vital link between Medical Services Administration headquarters
and the State grantee agency in the Department's administration of the
program. The regional office is charged with providing leadership in
the planning and execution of plans in the States, reviewing and eval-
uating State programs, and consulting with and assisting the States.
The effectiveness of HEW administration is measurable largely by the
way in which the State agencies conduct the programs, and a breakdown
at the regional level could adversely affect the program. We reviewed
regional office administration in the six regions in which we audited
State programs.

Important factors in ensuring effective management at the regional level
include: (1) sufficient staff, (2) clear lines of communication between
this staff, the central office, and State agencies, and (3) definitive
guidelines relating to policies, procedures, and goals. Our review of
these areas disclosed weaknesses which need to be corrected if the
regional offices are to increase their effectiveness. These weaknesses
are discussed under the following headings:
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l'rogram Evaluation ;nld Surveillance
Followup on Program Review and Evaluation Projects
Plan Approval

Program Evaluation and Surveillance

Except for those evaluations made in cooperation with Central Office
Program Review and Evaluation Projects (PREP), regional offices made
only limited program evaluations of State operations, if they made any
at all. This situation existed in varying degrees at most of the six
regional offices that we reviewed.

Region V, where the staff consisted of two persons, was fairly typical.
The Medical Services staff was required to operate generally on the
exception theory of management, with attention being devoted essentially
to problems as they arose, rather tha-n under a positive ongoing
management concept. The regional office staff, therefore, did not
actively participate with State agencies in significant areas. For example,
Section 1903(e) of the Act requires State agencies to make a satisfactory
showing in the direction of broadening the scope of care and services
available under its plan, and Medical Services staff is required, among
other things, to (1) evaluate community and agency resources, needs and
capabilities with respect to personnel, facilities, services, and finances;
(2) stimulate and innovate new programs and changes or expand existing
programs; and (3) assist in development of personnel standards, cooper-
ative agreements, and contracts for services and facilities. We found
little evidence that the Regional Medical Services staff had been involved
In these areas, nor did we find records showing that these goals
were being pursued.

Similarly, Section 1903(b) of the Act provides for maintenance of effort
by States in providing mental health services as a condition precedent to
Federal financial participation, and Federal policy provides methods for
determining maintenance of effort on the basis of expenditures. Generally,
Medical Services staff had made no effort to obtain from State agencies
expenditure or other data necessary to evaluate the maintenance of
effort in mental health.

The basic job descriptions at one regional office indicated that the Med-
Ical Services staff should assume an active leadership role in the pro-
gram, but we found that the staff acted mainly as a liaison between the
central office and the State agencies.

Recommendation
We recommend that regional office operations be studied to determine h.jw
best to use the limited manpower available and consideration be given to
increasing the size of the staff. -_34-
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Followup on Program Review and Evaluation Projects (PREP)

PREP reviews of State agency operations to appraise the State's eff',c-
tiveness in operating the Medicaid program were made by Central Office
Medical Services staff with the cooperation and assistance of Regional
Medical Services staff. The central office prepared the reports and for-
warded them to the regional office. The regional office sent the report
to the State agency with a request for its comments, and was respon-
sible for ascertaining whether the State agency followed recommendations
made in the report.

The findings and recommendations, however, were generally not discussed
with the State on a timely basis, and when they were discussed the results
were frequently not discernible or were not documented. From 3 to 9
months would elapse from the receipt of the report by the State to followup
by the regional office. The following examples are illustrative:

New Mexico - A PREP report was sent to the State agency in July
1968, with the State being given 60 days to report on corrective
action taken. When 6 months had passed without an answer, Central
Office Medical Services asked the regional office to follow up with
the State. The regional staff called New Mexico in January 1969
and wrote to them in February, but by the end of March the State still
had not replied and there was no information about any action the
State had planned or taken.

Washington.- The PREP report, containing 18 recommendations, was
forwarded to the State in June 1968, 8 months a!ter the October 1967
review was made. The State responded in July 1968, but the regional
office staff did not visit the State to discuss the report until January
1969. At the time of our audit In April 1969, the State had completed
action on only four items, partial action had been taken on six items,
and there had been no action on the remaining eight.

Michigan, Wisconsin - Four months after releasing the Michigan
PREP report, and 3 months after sending Wisconsin its report, the
regional office staff had not visited these States to discuss the
findings and recommendations.

Recommendation

We believe that PREP reviews can be highly effective in achieving a
sound and efficient Medicaid program and at the same time inform
management about strengths and weaknesses in administration. However,
sound management practices require timely action on problems of a
critical nature. Failure to follow up on known deficiencies may reduce
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the effectiveness of the findings and result in the State agency contin-
uing to use deficient or ineffective procedures.

Plan Approval

Our review disclosed that the Dallas regional office approved an arrange-
ment between the Texas State Department of Public Welfare and Group
Hospital Services, Inc., which did not meet the requirements of Supple-
ment D of the Handbook. Details of this agreement, its impact on the
administration of the Medicaid program, and the problems it presented
are covered in "Other Problem Areas" in this report.

Although the arrangement was approved by a predecessor agency before
the Regional Medical Services Staff was established, we believe that the
regional staff should have recognized that the contract did not meet MSA
requirements and should have initiated corrective action. This situation,
while unique, emphasizes the need for strong regional office administra-
tive procedures, and demonstrates how weaknesses at the regional level
can affect the program adversely.

HEADQUARTERS ADMINISTRATION

The Office of the Commissioner, Medical Services Administration (MSA),
staffed by about 50 professionasl and 35 support personnel, is respons-
ible for administering the Medicaid program at headquarters. Some MSA
responsibilities are to establish program goals and objectives; develop
standards, program policies, criteria, and guidelines: and provide pro-
fessional consultation to the regional office staff and assist in the guid-
ance and leadership of State and local agencies. We noted that MSA
was not able to effectively discharge all of its responsibilities, primarily
because it was inadequately staffed. MSA informed us that the consid-
erable amount of time devoted to answering inquiries about the program
from various sources, including State agencies, medical providers, and
professional associations, diverted headquarters from its other respon-
sibilities.

Our review of these areas disclosed weaknesses which need to be cor-
rected if the headquarters office is to increase its effectiveness. These
weaknesses are discussed under the following headings:

Functional Responsibilities

Requlations and Guidelines Implementing Certain Provisions
of the 1967 Amendments to the Social Security Act

Program Review and Evaluation Project Reviews

- 36 -
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Coordination Between Associate Regional Commissioners
and Central Office

Functional Responsibilities

Functional statements about responsibilities, although not officially
approved, indicated that divisicns and branches wore delegated specific
responsibilities, but we found that many of these delegated responsi-
bilities had not been discharged. The following examples are illustrative:

The Fiscal Standards Branch was given responsibility to (1) develop
policies and set standards for the fiscal management of State agen-
cies and fiscal aspects cf Federal matching funds, and (2) establish
procedures and formulate methods and principles for fiscal account-
ability, disbursement of funds, and financial controls and reports.
No guidelines had been issued at the time of our review; only a
State letter dealing with allowable administrative costs under the
50 percent and 75 percent matching formula had been prepared in
final draft.

The Health Economics Branch (HEB) of the Medical Program Manage-
ment Division was assigned responsibility for conducting studies
on medical and dental costs, hospital inpatient and outpatient costs,
laboratory and X-ray services, drug and pharmacy costs, home health
agency care, and all other eleme'its of the medical care spectrum.
These studies were to ascertain current and future costs of State
programs by analyzing such aspects as the percentage share of
Federal and State expenditures by type of service, population groups,
fee schedules, and prevailing rates of charge. The studies would
serve as a useful tool in analyzing and controlling medical costs,
but no studies were ever made. We were informed by HEB that most
of their time was devoted to day-to-day problems, "putting out
fires," and answering questions about the Social Security amend-
ments.

The Management Branch was assigned responsibility for developing
ai d establishing methods, procedures, and guides for improving
operations and management techniques; conducting management sur-
veys of institutions; testirig management and fiscal systems;
and developing, designing, and implementing systems of ADP and
EDP applications. We were informed that except for the preparation
in draft form of guidelines on utilization and reviews, and payment
of reasonable charges for drugs, none of the above functions had
been fulfilled.

The State Evaluation Guides and Standards Branch of the Medical
Program Evaluation Division (MPED), was assigned responsibility
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for development of evaluation guides and standards for State agency
use in evaluating utilization and quality of medical and remedial
care and services provided to recipients, MPED was also respon-
sible for developing national standards and criteria for the deter-
mination of quality control effectiveness s of the health care services
made available to Medicaid recipients. But no guidelines, standards,
or criteria had been established and MPED informed us that this was
due to limited manpower.

Recommendation

We recommend that MSA review its manpower resources, identify its top
priorities in terms of workload requirements, and determine whether
its available manpower is being used to the best advantage.

Regulations and Guidelines Implementing Certain Provisions of the
1967 Amendments to the Social Security Act

The 1967 amendments to the Social Security Act added many new provi-
sions and requirements to the Medicaid program. At the time of our
review, MSA had published 13 regulations in the Federal Register and two
interim policy statements implementing certain provisions of these amend-
ments. Four additional regulations in draft form remained to be issued,
one of which was issued on June 24, 1969, after completion of our review.
The remaining three regulations are awaiting clearance.

We also fousid that MSA had not published implementing guidelines
for several Medicaid regulations; these are needed because many of the
regulations which had been issued were not sufficiently comprehensive
to provide meaningful assistance to the States. The primary purpose of
the regulations and related guidelines is to help the States operate the
Medicaid program effectively and efficiently. We believe that MSA should
develop and publish the remaining regulations and guidelines as soon
as possible.

MSA attributed failure to publish the regulations and guidelines on a
more timely basis to lack of adequate staff and the time-consuming
procedure required for getting draft material cleared by numerous
interested offices.

Recommendation

We recommend that MSA give priority to Issuing detailed guidelines,
where necessary, to clarify and implement the requirements of the amend-
ments to the Act, and that an effort bd n.ade to reduce the amount of time
now required for processing and clearing draft regulations and guidelines.
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Program Review and Evaluation Project Reviews

PREP reviews, as desciribod under Regional Office Administration, were
not made frequently enough to identify for management, on a timely basis,
aspects of Stato progre.ms in need of improvement. Moreover, MSA did
not establish formal folloWup procedures to ensure that States acted on
deticiencles identified throug i the PREP reviews.

During August 1967, MSA instituted an internal policy providing for one
PREP review to be made each month. At this rate, almost 4 years will be
required to review all States and Jurisdictions participating in the program.
Although 24 PREP reviews had been made as of May 1969, 16 States and
3 other Jurisdictions had not been reviewed. MSA stated that with only
seven professionals available in the Medical Program Evaluation Division,
not more than one PREP review can be made each month. These seven
cannot devote full time to the PREP activity because of their other
responsibilities.

Several areas where we believe that the PREP operation could be strength-
ened through the utilization of formal procedures are discussed below:

Beginning In July 1968, MSA policy provided that State agencies
must submit an action report within 60 days after they received the
PREP report. MSA, however, did not provide written procedures to
be followed when a State failed to respond within the 60-day limita-
tion. Our review disclosed that from the date MSA published a PREP
report, an average of over 4 months elapsed before the State agency
submitted the required action report. Of 18 PREP's that required
action reports in May 1969, 5 were at least 6 months overdue.

MSA policy also provides that the State agency will be responsible
for preparing the action report. Three of five action reports that
we examined had been prepared by MSA regional personnel; they
were basically summaries of conversations that took place during
the regional employee's visit to the State agency to discuss PREP
recommendations. MSA accepted the reports prepared by regional
personnel and considered that its policy requirements had been met,
but our review disclosed that generally these reports were only
partially responsive to the PREP report.

MSA had no written instructions on how to handle action reports
from the State agency that were not responsive to the findings in
the PREP report. We were informed that many questions of this
kind were handled by telephone with the Associate Regional Com-
missioner, but we saw no evidence of the nonresponsive report
having been revised, nor did we see records of telephone conver-
sations.
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Recommendation

We recommend that MSA issue specific instructions and delegate respon-
sibility for (1) evaluating the action reports to determine that they respond
to recommendations in the PREP report, (2) Initiating uniform followup
action when necessary, within a defined time frame, and (3) certifying
when final and appropriate action has been taken on each PREP review.

Coordination Between Associate Regional Commissioners
and Central Office

Coordination of activities between the MSA Regional Offices and Central
Office needed to be strengthened. Neither office was fully informed
about the results of the day-to-day operations of the other office, so
management was not apprised of potential or actual problems which
needed action. A contributing factor was the lack of uniform instructions,
guidelines, or procedures that defined and explained the responsibilities
of the regional office in carrying out program objectives. MSA Central
Office personnel informed us that regional office responsibilities were
defined only in individual job descriptions. The regional office mission
had not been precisely defined and because there was no apparent effort
to coordinate the daily activities, there is reason to believe that these
activities vary among the regions.

Recommendation

We recommend that detailed instructions and guidelines be issued to
clearly define the mission and responsibility of the region so as to
strengthen the overall administration of the program.
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Exhibit A

Expenditures by State for the
PeriodJanuary 1, 1966, through December 31, 1968

Region I
Massachusetts
New Hampshire
Rhode Island

Region II
New York
Pennsylvania

Region V
Illinois
Michigan
Wisconsin

Region VI
Minnesota
Missouri

Region VII
Oklahoma
Texas
New Mexico

Region IX
California
Oregon
Washington

Date
State Began
Operation

Sept. 1966
July 1967
July 1966

Oct. 1966
Jan. 1966

Jan. 1966
Oct. 1966
July 1966

Jan. 1966
Oct. 1967

Jan. 1966
Sept. 1967
Dec. 1966

March 1966
July 1967
July 1966

Other States

Total

Total Federal Share
(In millions - rounded to

$ 410
5

53

2,136
415

368
329
240

231
45

190
174
27

1,704
26

125
$6,478

$ 205
3

29

798
202

184
165
136

137
28

133
130
19

857
14
61

$1,066 $ 634

$7,544 $3,735

State and
Local Share

nearest million)

$ 205
2

24

1,338
213

184
164
104

94
17

57
44
8

847
12
64

$3,377

$3,809
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-Exhibit B
ANALYSIS OF AUDIT OBSERVATIONS BY STATE

TITLE XIX
SOCIAL SECURITY ACT, AS AMENDED

Weaknesses noted during our audits were principally in the following
categories:

Procedures
for Other

Management Processing Problem
Controls Claims Eligibility Areas

Region I
Massachusetts X X X -

New Hampshire X X X X
Rhode Island X X X -

Region I1
New York X X X X
Pennsylvania X X X -

Region V
Illinois X X X X
Michigan X X X -

Wisconsin X X X -

Region VI
Minnesota X X X -

Missouri X - - -

Region VII
New Mexico X X - X
Oklahoma ....
Texas X X X X

Region _D(
California X X X X
Oregon X - - X
Washington X X X X

Minimum question- $97 $25 $126 $70
able dollar impact

(in millions)
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APPENDIX Do--A DESCRIPTION OF THE MEDICAID
WATCHDOG SYSTEM 1

What is the "Watchdog" System?
The Medicaid "Watchdog" System is a method of insuring that high

quality health services are provided to beneficiaries of the Medicaid
Program in New York City. The system is meant to be educative and
not punitive, and it attempts to upgrade the quality of health services
rendered in Medicaid.
Why a "Watchdog" System?

The Medicaid Program in New York City represents the largest
publicly-funded health care program in the country. In 1968, over 750
million dollars was expended for health services in New York City.
This represents an average expense of $300 per enrollee.

The "now" components of Medicaid are the inclusion of "private
sector" care and the free choice of this care. Included in health serv-
ices, over and above basic hospital in-patient and out-patient care,
and nursing home care (which has been traditionally available in
N.Y.C. prior to Medicaid), are services of physicians, dentists, optom-
etrists, podiatrists, chiropractors, pharmacists, opticians, appliance
dealers, hearing aid dealers, and rehabilitation therapists.

In New York City, there are some 35,000 various providers of serv-
ice in the above groups, all eligible for participation. With the variety
of services available and the amount of providers of service, monitoring
devices as to standards and performance had to be developed. In addi-
tion, the fees paid to providers compared favorably to those fees paid
under other programs; hence, public monies had to be accounted for
in terms of quality and quantity of service.
What Is the Authority for the "Watchdog" System?

The Health Department of New York City derives its authority
for the "watchdog" system through administrative interpretation of
the Title XIX legislation, specific references in the Title II of the
New York State Social Welfare Law (New York's Medicaid Law),
and through legal authority as spelled out in the contractual arrange-
ment between the New York City Health Department and the New
York State Health Department to administer the Medicaid Program
locally.Title 19.-Section 1902(a) (a) "provide for establishing and

maintaining standards for private or public institutions * * *."
Title 11.-Section 363: * * promote State's goal of making

available to everyone, regardless of race, age, national origin or
economic standing, uniform, high-quality medical care."

Section 364, 2. (e) "reviewing and auditing the quality and
availability of medical care and services rendered under local
public welfare medical plans .

I Provided by N.Y. City Dept. of Health.

<249)
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Agreement, dated April 1,1967,between the State Health Depart-
ment and New York City, paragraph IC: "the periodic review and
audit of the quality and availability of medical care and health services
required to be furnished to recipients of medical assistance * *
How Does the "Watchdog" System Work?

The system encompasses three basic program areas in health care:
1. Standard setting
2. Surveillance
3. Enforcement

1. Standard Setting.--Standards are set for each of the health care
areas, such a4 physician care, dental care, optometric care, etc. by
means of sessions with appropriate advisory committees. These com-
mittees have representatives from practicing professionals, faculty
members from pertinent professional schools, and representatives
from organized professional societies. Through a frank interchange of
ideas, quality standards are written and reviewed. They then become
Professional Guidelines after review by the State Health Department
and are subsequently distributed to the profession as "work manuals."
Modifications to these standards are arrived at in the same manner and
are also distributed.

These standards, then, become the benchmarks against which per-
formance is evaluated.

2. Surreillance.-The purposes of surveillance are as follows:
a. Assess level of care.
1. Document areas of deficiencies.
c. Strengthen existing mechanisms by consultation, post-

graduate education, etc.
Surveillance is conducted in a number of ways and may result from

any number of sources, such as patient complaints, invoice review,
random sampling, etc. One innovative method used by the New York
City Health Department is "audit-tolerance levels.'" Based on data
derivedt at the Advisory Committee meetings, each provider of service
has an "audit-tolerance" level which is the translation of services into
dollars. For example, it is generally agreed that a physicians, should and
cannot see more than 40 patients in a day in his office if he maintains
quality. This, translates into $5,000 a month for a general practitioner.
'Therefore, all physicians whose payments exceed this amount are"red-flagged" for review. The $5,000 figure could be justified in any
number of ways; however, the Health Department initiates follow-up
as a matter of routine.

Similar "audit-tolerance" levels have been set-up for other provider
groups:

Dentists: $5,000 per chair
Optometrist: $4,500 per month
Podiatrist: $3,500 per month
Pharmacist: $3,000 per employed full time pharmacist I month
Chiropractor: $2,500 per month
(a) On-site audits of private professional facilities where health

care is given. This takes the form of visits by professional peers
to offices of physicians, dentists, optometrists, podiatrists, health
centers, etc.
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(b) Evaluation of medical records at the treatment facility.. The
purpose of this is "to determine the general nature of care given,
an estimate of the quality, and an indication of the use of re-
ferrals (x-ray, laboratory) and consultations.

(c) Examination of patients for whom services have been given.
A sample of patients is selected, and the work performed, whether
it is dental, optical. podiatric, etc. is evaluated and compared
against the invoice submitted by the .professional. This gives
overall qualitative data as to the following:

(1) Accuracy of diagnosis
(2) Appropriateness of treatment
(3) Necessity of procedures
(4) Adequacy of prostheses, such as dental bridges, orthopedic

shoes, eyeglasses, etc.
(d) Follow-up of complaints by patients is purstied in deter-

mining quality of care. Indeed, the Health Department en-
courages patients to voice complaints and has set tip a mechanism
to receive complaints through the 21 district health centers.

Surveillance is presently carried out by the limited staff assigned to
the New York City Health Department and through "contractual
arrangements" with recognized institutions and health professionals.
To illustrate the latter, the Optometric Center of New York City is
assisting in optical review, the M. J. Lewi School of Podiatry is assist-
ing in podiatry review, etc.

3. EnJorcement.-The Health Department In Medicaid has "teeth"
to see that standards are upheld. The Department has the following
options which can be exercised depending upon the nature of the case:

(a) Direct interview with the professional to handle a specific
problem.

(b) Use of professional societies for advice and peer review.
(c) Temporary suspension.
(d) Formal administrative hearings with appropriate judge-

ments.
(e) Elimination from participation in the program.

18 the "Watchdog" Sy8tem Working?
The "watchdog" system has highlighted certain facts in the delivery

of health care in the ghetto areas:
-The general practitioner, as seen through on-site visits, is pro-

fessionally isolated from his colleagues.
--Dentists, podiatrists, and chiropractors are locating offices in

high Medicaid areas.
-Dental offices are generally well-equipped and are geared for

efficient production.
The "watchdog" system has identified areas of professional practice

requiring appropriate follow-up. Examples follow:
-A small number of pharmacists have been providing smaller

quantities of medication than prescribed by the physicians, but
nevertheless have billed Medicaid for the total prescribed amount.
A small number of pharmacists have altered amounts of pre-
scribed medication, and have billed Medicaid accordingly, but
actually dispensed the smaller prescribed quantities.
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-A few dentists have not provided services for which they have
billed .Medicaid. A small number of dentists have not provided
dental work of acceptable quality to the patient or the program.

-A small number of )odiatrists have prescribed orthopedic shoes
in quantities beyond that which can be justified in normal prac-
tice. A small number of podiatrists have provided routine radio-
graph studies of the feet beyond the accepted norm.

-A small number of physicians have provided an unacceptably
small amount of time per routine patient visit. A small number
of physicians have routinely referred patients to consultant
specialists for reasons unacceptable to peer group evaluation.

The above examples are representative, but not all inclusive of the
types of cases found by the "watchdog" system. The fact that the
system is in operation acts as a constraint upon inappropriate prac-
tices in Medlicaid andl i an important source of encouragement to the
majority of professionals who adhere to health care standards of
acceptable quality.
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APPENDIX E.-SELECTED CARRIER RESPONSES TO
QUESTIONS CONCERNING DETERMINATION OF "CUS.
TOMARY AND PREVAILING" CHARGES

1. Describe the extent and scope of the data on actual customary
charges by physicians prevailing in your area and which was in your
possession as of the date you initially requested consideration as a
Part B carrier for such area.

a. "None"
b. "Two years of claims data on 'usual and customary' con-

tract and a tate-wide survey conducted by the Medical Society."
c. "Data from group major medical contracts. These contracts

have total outside limits but few inside limits * * *."
d. "Data on actual customary charges by physicians in our

area * * * was very limited. We proposed to use the Relative
Value Fee Schedule of the State Medical Association."

e. "There was no totally validated data on actual customary
charges by physicians within the Blue Shield Plan area * * *
because Blue Shield was on an indemnity fee schedule * * *"

f. "* * * history of charges made by physicians to members
covered under Blue Shield indemnity fee program."

g. "data on 117,000 members [of well over 1 million total
members] enrolled under usual, customary or reasonable chargeconcept."h. based upon the principle that local personnel pro-

vide the primary base for knowledge as to physicians' charges.
This method relies on local claims personnel's knowledge * *"

I* * we had a general knowledge of the charging practices
of physicians in most of the areas we were eventually assigned."

k. "* * * surveys and relative value studies based on broad
surveys were available to us for guides in the absence of sufficient
data."

1. "In 1965 our Research Department queried 9,028 physicians
and dentists in regard to the fees each would charge if he were to
perform any of a list of specific procedures * * *. As of February
1966 seventy percent of the doctors had responded."

2. Which of that data were actually used, and to what extent, in
your determination of customary and prevailing physician charges
in your area as of July 1, 1966?

a. "None."
b. "The physician fee profile (usual, customary and prevail-

ing), was used on the first level of claims processing."
c. "30,000 claims submitted under major medical contracts."
d. "Initially used Relative Value Schedule of State Medical

Association."
(255)
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e. "Our program was not founded on customary charges. It
was founded upon prevailing charges. We extracted from this
past data."

f. "All of the data were used."
g. "Checked against a basicguide table which approximated

the median coefficient of prevailing charges and then for claims
in excess of the median checked against 90th percentile of pre-
vailing charges."

h. "Our local field offices were given extensive instructions
directing the exercise of claim judgment. * * * These required
immediate application of all information and experience as to
customary and prevailing charges."

i. "Did not have sufficient data to produce accurate usual and
customary charge profiles but we did feel we had sufficient data
to develop a prevailing profile."

k. "Used the individual fees filed by physicians for the Plan's
Prevailing Fee Program."

I. "Basic tool was Relative Value Study of State Medical
Association. Due to thinness of data and unknown factors about
charges for persons of advanced age, determining valid customary
charges was not possible initially."

m. "Most fees reported (in the survey of physicians) were used
in the determination of customary and prevailing charges."

3. Did you gather any additional data relative to customary physi-
cian charges prior to July 1, 1966? If so, please describe the scope and
extent of such data and the precise methods employed in securing
such data.

a. "No."
b. "No."
c. "Though we did not invite such, variousphysicians, physi-

cian specialty groups and State associations did present us fee
surveys, suggested fee schedules, etc., which they used as guide-
lines * *. This information was reviewed for comparability with
the profile data previously compiled."

d. "Physicians were surveyed, commencing June 17, 1966, and
asked to indicate their usual and customary charges."

e. "A survey was performed in February, 1966, to secure the
usual fees of physicians."

f. "Individual profiles of charges were developed through the
assistance of the State Medical Society."

g. "Accumulated and analyzed physician charges under standard
programs."

h. "No."
i. "Clerically accumulated charge data with respect to some of

the more common medical and surgical procedures in our Part B
area."

k. "Necessary to add to our fee data by a survey of physicians
to determine their usual and customary fees for home and office
medical visits."

.'. "Unofficial reference was made to a 1965 fee survey made
by the State Medical Association to check the validity of relative
value conversions. The survey resulted in a forty percent response.

m. "No."
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4. Describe the additional data you gathered with respect to
customary charges by physiciarts and what methods were used in
securing such data subsequent to July 1, 1966.

a. "Gathered data based upon charges reported under the
Medicare program."

b. "Used Medicare and Title XIX data in conjunction with
Blue Shield Usual and Customary Contract data."

c. "Periodic Statewide profiles and compilations of Medicare
charge data."

d. "Physicians profiles developed as result of initial survey
adjusted for actual charges to Medicare patients."

e. "Nothing further was secured subsequent to July 1, 1966."
f. "None, beyond individual charge profiles previously de-

veloped through assistance of State Medical Society."
g. "Initiated effort to create statistically reliable physician

profiles based on claims data derived from al1 Blue Shield admin-istered programs."

h. "Data as to charges made by each physician has been
collected with respect to each Medicare claimant."

i. "Since July 1, 1966, we have been capturing charge data by
procedure by physician with respect to all bills submitted under
the l)rogram.

k. "Since July 1, 1966, there has been no significant gathering
of additional data on physicians' customary charges."

1. "Medicare charges we-' captured by physician, by proce-
dure, from July 1,;1966."

in. "The Research Department gathered Medicare Part B
claims data from which a Physician's Charge Profile was
established.

5. Do you regularly include all physician billings to non-Medicare
patients as well as Medicare patients in determining (a) customary
and (b) prevailing charges for Medicare? If so, when did you first
include all of these non-Medicare physician billings in determining
(a) customary and (b) prevailing charges?

a. "Not at present; but will include data from other programs
which we administer in the near-future."

b. "Yes-started in April, 1967."
c. "Medicare charges only."
d. "Bills as they are received for services rendered to Medicare

patients."
e. "Yes."
f. "Yes."
9. "Since January 1968."
h. "Non-Medicare claims listing not available. Present listing

includes all billings to Medicare patients."
i. "Profiles derived solely from charges submitted by Medicare

patients."
k. "Since the usual and customary fee information had been

received from physicians prior to July 1, 1966, it was not neces-
sary to create usual and customary fees from charges as recorded
on individual claim."

1. "No. Blue Shield contracts are generally the basic scheduled
fee type."

m. "At this time we use only Medicare information to deter-
mine customary and prevailing charges."
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APPENDIX F.--MEDICARE PROVIDERS AND MEDICARE
INTERMEDIARIES AS OF FEBRUARY 1, 1969

Number of providers

Hospitals ECF's UHA'I

Blue Cross Association --------------------- ', 876
Aetna Life and Casualty------------------------ 94
Aetna-Christian Science------------------------- 17
The Travelers Insurance Co..---------------------. 112
Mutual of Omaha Insurance Co------------------- 19
Kaiser Foundation Health Plan, Inc---------------- 19
Hawaii Medical Services Association.----------------28
Community Health Association.--------------------1
The Prudential Insurance Co. of America.------------33
Nationwide Mutual Insurance Co.----------------- -8
New York State Department of Health.---------------------
Inter County Hospitalization Plan Inc.--------------52
Cooperativa De Salud Do Puerto ico..--------------. 8
Social Security Administration.--------------------2- 639

2, 609 1, 693
327 15
17.--------

669 19
1,020 10

1 3
16 5
1-------

53 36
70 24

-.--- - 60
15 7

38 323

Total, United States.---------------.---- 7, 906 4, 837 2,195

' Included In this total are the 566 emergency hospitals and the 52 emergency hospitals in Canada which
BCA services.

2 SSA total also includes 402 Federal hospitals.
Note. Because of certain discrepancies in the provider printout to be resolved, 3 hospitals were not in-

cluded in the compilations. In addition, 11 emergency hospitals have been included on the summary shect
but, because of discrepancies in the printout regarding the servicing plan, have not been included in the
individual plan totals.

Blue Oross Association

Number of providers

Number Hospitals EM ECF's HHA's

REGION I

Connecticut................
M aine --------------------------
Massachusetts..............
New Hampshire -----------------
Verm ont ------------------------
Rhode Island. -_

00060
00180
00200
00270
00270
00370

31
62

177
35
23
17

1
10
9

11

17
12
96
6
1
9

76
23

181
34
12
21

Total......................

REGION II

Delaware. . ..-------------------- 00070
New Jersey------------------00280
New York:

Albany. . ..------------------.00300
Buffalo------------------00301
Jamestown---------------00302
New York----------------00303
Rochester.------------------. 09304
Sracuse.-------------------. 00305
Utica-------------------00306
Watertown---------------00307

Total.. . . . ..----------------------

345 31 141 347

10 9 8
88 21 34 17

29 1 8 3
36 9 22 3

5 4 1
158 18 30 49

19 1 12 2
23 2 18. --
32 6 19- 1
32--------- 2-------

403 58 158 84

3 "EM"--Emergency Hospital; "ECF"-Extended Care Facility; "HHA"--Home Health Agency.
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Blue Cr8o8 A8sociation-Continued

Number of providers
Number Hospitals EM ECY's HHA's

REGION III

District of Columbia.------------ 00080
Kentucky-------------------00160
Maryland. ..-------------------- 00080

00190Pennsylvania:Allentown. ----------------- 00360

Harrisburg.-----------------. 00361
Philadelphia---------------00362
Pittsburgh.------------------. 00363
Wilkes-Barre--------------00364

Puerto Rico.--------------------.00470
Virginia. . ..---------------------.00080

00440
Richmond.------------------. 00423
Roanoke.-------------------. 00424

West Virginia:
Charleston.------------------. 00440
Charleston.------------------. 00441
Parkersburg.----------------. 00443
Wheeling.-------------------. 00444

Total.. . . . ..----------------------

REGION IV
Alabama. . ..-------------------- 00010
Florida. . . ..---------------------.00090
Georgia:

Atlanta.--------------------.00100
Columbus. ..---------------- 00101

Mississippi-------------------00230
North Carolina-- --..- 00310

00380
South Carolina.------------------. 00310

00380
Tennessee:

Chattanooga. ..-------------- 00390
Memphis-----------------00392

11 4
129 17

3-------
55 8

10-------
36 4
43 10

107 9
39 3
35 21
7-------
3.---------

69 12
33 3

0

1
6
3
3

6
32

1
17

3
17
2

27

7 5
31 17
41 17
57 28
19 7
2 2
3 2

30------i

19 ........

25
1
5

2
7
3
8

662 104 278 148

118
168

43
88
84

152

12
15

8
15
33
12

54
37

15
16
9

45

54

39
10

------ -. ------3-73 12

125
18

16
4

2
58

5
10
72
15. 1

75
5

Total ----------------------------

REGION V
Illinois:

Chicago------------------00121
Rockford.----------------00122

Indiana-.-------------------00130
Michigan. . ..-------------------- 00210
Ohio:

Canton------------------00331
Cincinnati.------------------. 00332
Cleveland..---------------00333
Columbus.---------------00334
Lima--------------------00335
Toledo------------------00337
Youngstown--------------00338

Wisconsin--------------------00450

869 127 281

290 20
3-------

137 5
256 24

10 1
47 5
62 6
49 3
11 2
31 1
21 --------

185 8

1,102 75 426 288

285

81
1

28
47

4
20
13
25
1
4
5

59

57
2

75
30

3
30
46
6
2

16
14

145

6
40
8

28

A

Total.- - - - -- - - - -
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Blue kos Asociation-Continued

Number of provild
Number Hospitals KM NOF's HUA's

REGION VI
Iowa:

Des Moines .................
Sioux City.

Kansas:
Topeka.......---------------
Kansas City, Mo........

Minnesota .....................
Missouri:

Kansas City ................
St. Louis-...................

Nebraska-.......................
North Dakota-...................
South Dakota I .................

Total .....................
REGION VII

Arkansas .......................
Louisiana:

Baton Rouge-...............
New Orleans ................

New Mexico-.....................
Oklahoma-.....................
Texas-..........................

T otal .....................
REGION VIII

Colorado -----------------------
Idaho-..........................
Montana-.......................
Utah ...........................
Wyoming-.......................

Total........---------------
REGION IX

A laska -------------------------
Arizona ------------------------
California:

Los Angeles-.................
Oakland-....................

Oregon -------------------------
Washington:

Portland, Ore-.............
Seattle-.....................

00140
00141

00150
00240
00220

00240
00241
00260
00320
Mf111

111
38

5
2

157
8

182

54
114
106
63
Al

2
23

II

31
13

58
3

74

11
37
16
23

.7

20
6

30
1

45

5
28
3
8

2A

........ 894 20 173 171

00020 104 4 46 4

00170 112 27 81 39
00171 14 9 9 17
00290 43 5 15 4
00340 144 14 20 55
00400 510 43 83 38

....... 033 102 253 157

00050 89 3 47 20
00110 49 3 19 0
00250 03 13 21 11
00410 34 6 27 11
00460 30 1 9 7

.......- 205 26 123 58

00430
00030

00040
00041
00350

00350
00430

17
50

291
225
91

1
11

1811
2

2.......
103 15

10
42

306
187
50

2
73

19

40
50
27

1
21

Total. . . ..------------------------. 785 58 076 155

Grand total.. . . ..------------------0, 258 007 2, 009 1, 093

Canada -------------------- 00180 7
00301 5
00300 3
00210 9
00320 11
00250 9
00430 8

Total .... 52

I Serviced by Sioux City, Iowa.
2 These hospitals previously included in totals for each State and grand total.
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Aetna Life and CaeuaiUy

Number of provide"
Number Ioqp•w Cos soy's coS -HUA's

REGION I

Connecticut: Hartford .... 51070
Massachusotta:

Hartford-...........-51070
Worcester-..........-51220

Total .................

1 1
I4 . . . .

2.......

. 1-.......1------------..

25 1 4 1

REGION II

Now York:
Now York ...........
Hartford ...........

51330 ................
51070 7 1

6 ........1-

Total ... ........... 7 1 7 1 .......

REGION III

Virginia: Newport News..
Pennsylvania: Hartford..

Total ....................

51490 3 ................................
51070 ........ I-.....1..-I......

3 1....... 1------.

REGION IV

Florida:
Clearwater.........
Hartford.........

Tennessee: Nashville..._

Total ....................

81100 ----------------. 130 ................
51070 ........ I -.......
51440 7 ........

7 1 136

REGION V

Indiana: Peoria-.........-51140 ................
Illinois:

Peoria-..............- 51140 ................
Hartford.-----------.51070-........ --

Michigan: Hartford-.....- 51070 1
Ohio: Hartford-..........-51070 1
Wisconsin:

Hartford.-----------.51070 .
Peoria-..............-51140 ................

Total ............................ 4

REGION VI

Iowa: Peoria-............
Missouri: Hartford .....
Minnesota: Peoria-..--
Nebraska: Peoria ........
North Dakota: Peoria...
South Dakota: Peoria ....

1 1

112 ................

------..- -.........

11 4.

51140 ................ 5................
51070 22.
51140 ................ 1 ................
51 1440................ 1... ............
51140----------------2.............
51140-................ I ..........1.

Total....................... 2 10 2

Be. footnote at end of table, p. 265.

9

9
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Aetna Life and CsU -y-Continued

Number of providers

Number Hospitals ca a ECF's C' HIRA'S

REGION VII

Texas: Hartford ......... 51070-........ 1 1

REGION VIII

Colorado: Ilartford-..----51070 1.......- I-........ 1

REGION IX

California:Los Angeles.--------51050 17-.........--
Hartford.-----------.51070 .3-3

Nevada: Reno.-----------.51290 21.---------13 ------- 3
Washington:

Seattle.. ..---------- 51500 14------------------------ 1
Hartford--------.--.51070.---------I-.----------1.------

Oregon: Hartford----...--51070.-------- I--1-------- --1......

Total..-------------------652 5 54 5 5

Grand total--------------94 17 327 17 15

I Christian Science.

The Travelers Insurance Co.

Number of providers

Number Hospitals ECF's HHA's

REGION I
Connecticut:

Hartford-...........................
New Haven-.........................

M aine ----------------------------------
Massachusetts-..........................
Now Hampshire and Vermont-...........
Rhode Island ----------------------------

50070
50072
50200
50221
50390
j0410

T otal ......................... .........

82
1
2
1

it2

1

7
128
10
46
15
16

14 222 14

REGION Ii
New York:

Schenectady ------------------------
New York ..................... ....
Albany -----------------------------
Garden City ------------------------
Syracuse ---------------------------

50330
50331
50332
50333
50334

2
1
134
1

Total ------------------------------------. 39

2
129

138

35-719 O-70-18
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The Travelers Inmurace Co.-Continued
Number of providers

Number llospitals ECF? JIJHA's

REGION III
Pennsylvania:

Erie ------------------------ 50390 2 6--_---
Pittsburgh--------------------6-----. 50391.--------- 18 ........
Reading.. . . . ..---------------------- 50392 1 260-------
Philadelphia.. . . ..-------------------.50393.---------14 1

Total------------------------------- 3 64 1

REGION IV
Florida:

Jacksonville.. . . ..-------------------.50100 3-...............
Miami.. . . . ..-----------------------.50101 2 ------- 1
Tampa.-------------_--------------.50102 2-................

Georgia.. . . . . ..-------------------------.50110 13 59-........

Total. . . . . ..------------------------------. 20 59 1

REGION V
Michigan:

Detroit.. . . . ..---------------------- 50230 7 07.--------
Grand Rapids. . ..------------------650231 3 40.--------

Total. . . ...-------------------------------. 10 107......

REGION VI
Minnesota:

Rochester.. . . ..---------------------.50240 3 1 2
Minneapolis.. . . ..-------------------.50241.----------600-------

Total. . . . ..-------------------------------. 3 61 2

REGION VII
New Mexico.. . . . ..---------------------- 50320 ........ 8 ........

Total. . . . . . ..-------------------------------------. 8 ........

REGION IX
California:

Long Beach.. . ..--------------------.50050 5 ................
Los Angeles.. . ..--------------------.50051 14 9 1
Pomona.. . . . ..---------------------- 50052 2-................
San Francisco.. . . ..------------------ 50053 2 1.--------

Total. . . . ..-------------------------------. 23 10 1

Grand total. . . ..-------------------------- 112 669 19
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Mvtual of Omaha

Number of provIders
Number Ilospltals ECF'e lHHA's

REGION III

District of Columbia --------------------
Kentucky -------------------------------
Ma rylandryland... ...........
Virginia --------------------------------
Virgin Islands ---------------------------
West Virginia-............................

52280 3 1
52280.--------- 27
52280 3 37
52280 1 2
52280 5-........
52280 --------- 13

Total ------------------------------------ 12 80

REGION IV
Alabama.. . . . . ..------------------------ 52280 2
Mississippi.. . . .. ..-----------------------.52280

T otal ------------------------------------

42
18

2 60

REGION V
Wisconsin ----------------------- 52280

REGION VI
Iow a -----------------------------------
K ansas ---------------------------------
M innesota ------------------------------
M issouri --------------------------------
Nebraska-...............................
South Dakota ---------------------------

52280
52280 ...........
52280
52280
52280 4
52280 --------

T otal ------------------------------------

39---

37------

26 .
18 2
10 --------

4 95 2

REGION VII
Oklahoma........-----------------------.52280
Texas.........--------------------------.52280

T otal.--------------------------------------- ..----

REGION VIII
Colorado -------------------------------
Idaho ----------------------------------
M ontana -------------------------------
W yom ing -------------------------------

52280
52280
52280
52280

Total

REGION IX
California ------------------------------
O regon ---------------------------------
W ashington -----------------------------

52280
52280
52280

Total - - - - - - - - -- - - - - - - - - 1 453

Grand total 19------1,------020-------10---

1

1

3

I

23
196

219 2

42
20 - . .11-----

1..._.._..

74 1

338
32
83

1

19 1,1020 10
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Kaiser Foundation IleaMt Plan, Inc.

Number of providers

Number Hospitals ECFIs HHAIs

REGION IX
California.- 19050 17 1 2
Hawaii .......................... ------ 19050 1 ................
Oregon --------------------------------- 19050 1 -------- 1

Total------------------------------ 19 1 3

Hawaii Medical Services As8ociation

Number of providers

Number Iiospitals ECF's HHlA's

REGION IX
Hawaii ------------------------- 17120 27 15 4
Guam -------------------------- 17120 1 1 1

Total------------------------------ 28 16 5

Community Health Association

Number of providers
Number Hospitals ECF's HIIA's

REGION V
Michigan ------------------------ 21230 1 1

The Prudential Insurance Co. of America

Number of providers

Number Hospitals ECF'e HHA's

REGION II
New Jersey ---------------------- 53310 33 53 36

Nationwide Mutual Insurance Co.

Number of providers
Number Hospitals ECF's HHA's

REGION V
Ohio ----------------------------------- 656360 8 70 24

as
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New York State Department of Healtk

Number of providers

Number Hospitals ECF's HHA's

REGION II
New York.. . . . ..------------------------ 20330.-----------------60

Inter County Hospitalization Plan, Inc.

Number of providers

Number Hospitals ECF's HHA's

REGION III
Pennsylvania.. . . ..---------------------- 18390 52 15 7

Cooperative de Salud de Puerto Rico

Number of providers

Number Hospitals ECF's llHA's

REGION III
Puerto Rico-----------------------22400 8 1

Social Security Administration

Number of providers
Number Hospitals Federal ECF's MIA's

REGION I

Connecticut...............
M aine --------------------------
Massachusetts.
New Hampshire -----------------
Rhode Island -------------------
Verm ont ------------------------

9999099990......
99990

99990
99990 5
99990 --------

T otal ---------------------------- 5 22 1

REGION Ii
D elaware -----------------------
New Jersey ---------------------
New York-... ....

99990 --------
99990-_- -
99990 54

T otal ---------------------------- 54 23 8 15

REGION III

District of Columbia ............
Kentucky-
M aryland ......................
Pennsylvania.
Puerto Rico --------------------Virginia..................
West Virginia-

99990
99990
99990
99990
99990
99990
99990

Total...................-75 49-2-1-

4
3

10
2
2
1

---------1......

-----.----------

2
5

16

- 1----.-----
7 15

1

4
681

1

2
6

11
13
1

11
5

46

1291

75 49 2 176
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Social Security Administration-Continued

Number of providers
Number Uo1pitals Federal ECF's BHA's

REGION IV
Alabama-.......................
Florida-...............-...........
Georgia---.................
Mississippi-.......................
North Carolina-..................
South Carolina-..................
Tennessee ----------------------

99990
99990
99990
99990
99990
99990
99990

T otal ----------------------------

5
2

1

9
13
14
6
9
7
7

........ 42
------------

-------- 1------I I

10 65 2 43

REGION V
Illinois-.........................
Indiana...- ....-----------------
M ichigan -----------------------
Ohio ............................
Wisconsin-......................

99990
99990
99990
99990
99990

T otal .............................

3
1
4

29
3

96
11
8
3

41
1
2
1

40 37 9

REGION VI
Iowa ............................
K ansas ..........................
Minnesota.---....................
M issourL...- ---------------------
N ebraska.------------------......
North Dakota-..................
South Dakota --------------------

Total -----... .....................

REGION VII
ArkansIs ..---------------......
Louisia'na-.......................
Now Mexico-....................
Oklahoma-......................
Texas...................

18 34 7

99900 1
99990......
99990 1
99990......
99990 2

Total....................

REGION VIII
Colorado.. . . ..------------------999090
Idaho -------------------------- 99990
Montana... . ..------------------ 99990
Utah ---------------------------. 99990
Wyoming.... ..------------------.99990.

Total-............................

REGION IX
Alaska-.........................
Arizona-.............------------
California ----------------------
Hawaii..................
N evada ------------------------
Oregon..................
Washington...............

99990
99990
99990
99990
99990
99990
99990

Total-....................

5
8

11
12
32

I
09

69

1---

4 68 83

._ .. .. 2

1 7 ...............2 1 . . . . . . . .
3 ------- -----9--
3 19 ----------------

4
2

17

5

12
17
35
1
4
3

13

2 .-.....5 1

1----.....--.

-i...

28 85 8 2

Grand total............-23-40-38 32

1.- . .
1
1

3

99990
99990
99990
99990
99990
99990
99990

213

2

. .. . .

3
8
2
8
5
3
5

----------------

2..... ..
2......_
3 1

a

237 402 38 323
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APPENDIX G.-INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969

Processing tine,
average number of

Workload performance indicators days between date
Workload distributions fowad to Interest

Percent and date approved Bills rev.ewed by 88A
Percent of receipts by type of bill Percent request for payment

of bills addi- - Percent
Percent of In. Out- Ratio of Weeks pending tional In. Out. retu*ened

national pat ient patient clearance work on over i0 devel- patient patient bec)A41s
Intermediary receipts hospital hospital ECF IIHIA toreceipts hand days opment bills bills Number ofeerr

Total, all regions.. - 100. 0 42. 1 41.0 7.8 8.3 99.0 1.2 12.9 9.0 12.1 25.4 2,650,353

Los Angeles, Calif., B/C..
Chicago, II1 B/C.
New fork, .Y. B/C...
Oakland, Calif., I/C.....
Michigan, B/C ..........

Texas, B/C.-.
Florida, B/C ------------
Massachusetts, B/C .....
Pittsburgh, Pa., B/C -.--
Indiana, B/C -----------

St. Louis, Mo, B/C ......
Wisconsin, B/C .........
Minnesota, B/C .........
New Jersey, B/C ........
North Carolina, B/C ..--

Pennsylvania, Inter-
county ...............

Social Security Admin-
istration -------------

Kentucky, B/C .........
New Jersey, Prudential...
Des Moines, Iowa, B/C..

5.5
5.0
4.9
4.3
3.8

3.8
3.8
3.5
2.7
2.4

2.2
2.2
2.0
1.8
1.7

38. 3
45. 8
36. 3
31.1
34. 8

63. 2
47. 0
25. 9
32. 4
40. 7

43. 6
45. 8
51.5
47. 0
52. 1

39. 0
40.6
50. 8
51.6
59. 0

26. 6
42. 2
52. 5
55. 2
48. 6

44. 3
37. 7
35. 3
41.3
41.3

10.8
1.2
1. 1
0.6
1.2

2.9
2.3
5.7
4.6
6.3

3.2
4.6
4.2
6.7
4.4

10. 2
6.3
5.7

10.3
4.8

7.2
& 2

15.8
7.5
4.2

8.7
11.3
7.9
4.9
1.7

102. 0
103. 3
96. 1
85. 1

107. 8

100. 1
101.0
96. 4
99. 6
93. 8

96. 7
99. 7

101.5
101.5
105. 4

1.0
2.2
1.4
1.4
1.9

1. 1
.9
.9
.7

1.5

.9
1.0
.9
.5

1.4

21.0
20. 7

9.2
24. 2

9.2

19. 3
5.0
&82
9.9

43. 7

9.4
12.4
8.3
4.3

24. 3

8.1
12. 8
13.0
7.3
6.1

7.9
6.2
3.7

11.8
8.7

11.9
12. 7
15.9
14. 1
11.8

12.8
23. 7
7.2

15.2
13. 2

17.9
.7

11.4
8.4
9.3

14. 7
10.0
8.7
9.7

24. 0

2& 0
41.6
20. 4
26. 2
60. 4

25. 8
14. 6
24. 3
15. 5
39. 3

19. 2
19. 4
26. 4
25. 7
35. 9

1.7 29.1 68. 0 1.3 1.6 102.4 3.8 4.4 6.1 7.5 46.1

1.6
1.6
1.3
1.3

50. 5 22.
51.2 38.
24. 6 25.
56. 1 30.

6
3
8
7

2.
2.

18.
4.

9
5
6
2

17.1 95.4
7.4 97.3

30.5 97.9
7.9 96.7

2.5 14.9 2.3 38.
.8 9.6 10.7 10.
.5 1.1 11.4 6.
.9 8.9 13.1 9.

4
4
4
5

30. 2
17.9
11.2
20. 7

124, 361
136, 877
147, 099
112, 009
100,948

135, 251
112, 030
112, 596
69, 430
63, 365

52, 927
61,276
39, 104
47, 328
35, 624

5.6
5.7
2.6
9.4
1.9

& 5
3.1
&.9
2.0
2.4

11.2
3.3
1.6
4.7
4.7

5.2

45,311 4.3

25, 032
42, 190
29, 323
28, 606

7.3
1.5
2.9
5.6



APPENDIX G.-INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969-Contdnued

Workload distributions

Percent of receipts by type of bill

Percent of In- Out-
national patient patient
receipts hospital hospital ECF MIA

Workload performance indicators

Percent
of bills

Ratio of Weeks pending
clearance work on over

to receipts hand days

Percent
requestaddi-

tlonal
devel.

opment

Processing time,
average number of
days between date
forward to interest
and date approved

for payment

In- Out-
patient patient

bills bills

Bills reviewed by 88A

Percent
returned
because

Number of error

Cleveland, Ohio, B/C ..--
Seattle, Wash., B/C..
Chattanooga, Tenn., B/C.
Topeka, Kans., B/C -----
Colorado, B/C ..........

Oklahoma, B/C .........
Alabama, BIC ----------
Cincinnati, Ohio, B/C... -
Baltimore, Md., B/C-....
Columbus, Ga., B/C_.___

Oregon, B/C ............
Connecticut, B/C-......
Baton Rouge, La., B/C..
Richmond, Va., B/C_....
Harrisburg, Pa., B/C....

New York, Travelers ....-
Arizona, B/C -----------
Philadelphia, Pa., B/C...
Arkansas, B/C ----------
Mississippi, B/C --------

Intermediary

97. 4
94. 7
99. 9

100. 5
97. 6

76. 4
101. 1
100. 5
97. 7
99. 4

1.3
1.2
1.2
1.1
1.1

1.1
1.1
1.1
1.0
1.0

.9

.9

.9
.8
.8

.8

.8.8
.8
.8

37. 2
48. 1
54. 5
58. 8
49. 0

63. 3
62. 7
34. 4
35. 5
52. 0

49. 8
38. 1
54. 6
54. 7
35. 8

33. 8
42. 8
27. 3
68. 3
73. 4

50. 9
32. 9
33. 1
31.2
38. 1

23. 8
31.8
48. 7
56. 9
38. 7

30. 6
39. 6
36. 1
37. 2
48. 0

10.3
37. 8
51. 1
26. 0
18.3

7.8
8.4
8.1
4.6
5.1

2.9
3.3
5.5
2.0
3.1

& 3
1.6
3.2
7.0
4.9

46. 9
6.9
8.3
4.1
2.1

4. 1
10.3
3.8
3.8
7. 1

10.0
2.1

10. 8
4.6
4.8

11.1
19. 2
4.4
1.0

11.0

0
11.9
13. 1
1.3
4.8

1.0
1.7
.5
.9

1.6

.8

.4
.7
.9
.6

1.0
.6

1.9
.5

1.2

.2

.4

.9
.2
.7

17.8
10.6
15. 1
23. 3

3.3

22. 6
5.1

17.7
5.5
2.7

.5
9.0

12. 2
1.9
0.0

6.3
0

10.6
9.1

11.9

9.0
12. 2
&84

17. 6
9.3

3.0
4.8
4.6
3.7
&8

9.0
4.5
4.7
0.8

10. 0

5. 1
6.9

12.5
7. 1

15.6

6
0
1
2
2

103.
101.
96.
98.

11.3
11.7
8.6

13.8
15.8

11.9
8.2

15.6
10. 9
9.8

9.2
6.8

12. 6
12.2
7.0

6.6
8.8
5.8
7.3

14. 1

29. 7
42. 7
15.0
15.9
36. 0

21.2
15.8
35. 3
22. 1
20. 9

17.5
14.3
19. 6
23. 2
25. 7

22. 1
10. 0
23. 4
11.4
23. 2

38, 294
28, 343
34, 654
28, 547
30, 398

16, 580
26, 783
35,486
38, 222
24, 696

21, 084
24, 218
19, 167
22, 998
25, 489

12, 458
18, 821
21,785
15, 207
15, 608

2.6
5.8
1.8
4.8
4.4

7. 1
6. 1
4.6

10.9
3.7

2.7
4.3
3.3
9.4
1.9

31.3
2.0
3.5
6.3
3.7

98. 399. 6
97. 9
98. 8
97. 7

I
4



k

South Carolina, B/C.....
Columbus, Ohio B/C .Buffalo, R. Y., BiC ------

Kansas City, Mo B/C
Rhode Island, B/ib...-.

Wilkes-Barre, Pa. B/C..
Atlanta, Ga., B/i .......
Nebraska, B/C-......
Syracuse N Y., B/C.
Maine, B/C ............
Albany, N.Y., B/C ......
Rochester, N.Y., B/C -.-
California, Mutual ......
New Orleans, La B/C...
Toledo, Ohio, B/6 -------

Charleston, W. Va., B/C.
Ohio, Nationwide .......
Florida Aetna ..........
Utah, B/C ------- _---
New Hampshire, B/C ....

Memphis, Tenn, B/C ..---
Connecticut, Travelers....
Youngstown, Ohio, B/C..
Utica N Y., B/C .......
New Mexico, B/C -------

Montana, B/C ----------
Idaho, B/C -------------
Sioux City Iowa, B/C---
Wheeling, W Va., B/C.. - -
New York Department

of Health ............
Sec footnotes at end of table, p. 279.

.8
.8
.8
.7
.6

.6

.6

.6

.6
.6

.6

.5

.5

.5

.5

.4

.4

.4
.4
.4

.4.4

.4

.4

.4

.4

.4

.3

.3

51.0
45. 6
36. 1
51.8
25. 4

40. 2
39. 5
64. 9
38. 0
38. 6

43. 2
27. 1

.7
32. 9
50. 4

44. 3
20. 4
0

41.5
35. 3

41.0
15. 2
48. 0
40. 6
48. 0

31. 1
46. 2
54. 3
37. 5
58. 9

41.3
45. 5
30. 9
59. 4
47. 9

49. 8
56. 9
4.5

44. 6
38 2

49. 7
26. 6
& 7

45. 2
42. 8

49. 1
12. 8
35. 0
50. 6
35. 3

59.2 28.3
41.0 45.5
57.8 32.9
46.7 40.5

8.6
.7

5.4
2. 7
1.3

2. 7
4.9
3. 1
2.0
2.3

1.6
6.0

91. 0
4. 1
5.6

2.7
27. 4
89. 0
6.4
3.5

3.8
53. 5

6.7
5.6
3.8

7. 7
7.2
4.0
7.2

14.5

15.8
9.7
.8
.5

11.1

0.8.

15.
5.

2
4
56
2

3. 1
25. 3
0
6.5

18.2

4.8
15.8
9.3
3.0

12.6

102.
95.

101.
96.
90.

1
4
4
7
4

97. 9
111.8
102. 3
98. 6

101.0

104. 8
97. 8
92. 8

102. 4
99. 9

98. 2
97, 9
97. 2
97. 3

103. 5
100. 8
97. 1
98. 8

100. 5
108. 0

26 7.8 98.7
3. 1 10.2 101.9
3.0 5.8 99.6
2.2 10.5 99.5

.71.5

.8
1.4
2.5

.5
1.0
.5

1.1
.3

2.3
.5

3.4
.7

1.1

.3

.5

.8
1.8
1.4

.5

.3

.7
1.2
1.0

.3

.6

.6

.2

21.2
23. 5
9.6
3.5
4.4

15.
1.

24.
5.

3
8
1
3
2

10. 9
31.5
14. 6
14. 9
1.5

.8
8.4
1.9
3.4

29. 5

11.2
21.3
16.9
3. 1
4.9

8.0
0.9
7.2

14.4
11.5

9.1
6.8

15.3
6.9
5.4

7.8
6.2

15.9
7.4
6.2

2.9
4.4

12.2
11.0
10.5

8.0
3.2

10.9
4.4
6.8

12.4
9.2
9.3

10.0
9.0

5. 1
8.9
3.6
8.9
8.7

15. 2
5. 1

(I)
5.5
8. 1

11.6
9.0
(2)

10. 1
13. 9

7.
10.
8.
6.

14.

6.3 5.9 7.0 12.4
12.5 5.1 7.8 14.2
5.9 7.8 7.4 17.0
0 10.3 6.7 6.9

.3 0 0 0 99.9 106.8 1.9 25.4 5.2 (1) (1) 9,059 2.3

17.6
20. 7
28. 2
31.2
24. 9

14.3
43. 9
10.8
17.9
9.5

41.3
32. 7

(1)
14.9
12.7

24. 6
12.9
21.8
43. 3
7.2

26. 6
25. 2
24. 7
11.5
20. 4

18, 640
22, 608
35, 681
27, 269
25, 146

16, 944
19, 208
14, 310
17, 436
19, 849

16, 679
14,075

(I)
16, 222
11,964

15, 504
12, 681
1,217
9, 425

19, 166

14, 101
9, 235

11, 926
11,920
9, 847

9, 429
11,483
17, 975
9, 641

9.3
2.3
9.7
3.9

12.0

2.7
4. 1
3. 1
3.6
1.8

2.3
4.6
(1)

5.8
2.4

2. 1
5.7
4.9
7.6
2.6

2.8
26. 9
3.4
2.3
8.6

4.4
2.8
3.4
1.5

4
4
6
8
7



APPENDIX G.-INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969--Continued

Workload distribution

Percent of receipts b

Percent of In. Out.
national patient patient
receipts hospital hospital

Procesing time,
average number of

Workload performance indicators days between date
s forward to interest

Percent and date approved
y type of bill Percent request for payment

of bills addi.
Ratio of Weeks pending tional In. Out.

clearance work on over 30 devel- patient patient
ECP IIIiA toreceipts hand days opmnent bills bills

Bills reviewed by SSA

Percent
returned
because

Number of error

Massachusetts, Aetna ....
South Dakota, B/C ......
Illinois, Aetna ..........
Texas, Mutual ..........
North Dakota, B/C--_

Roanoke, Va., B/C_.......
Michigan, Travelers...-
District of Columbia,

B/C.. .. .
Delaware, B/C
Vermont, B/C ..........

Hawaii, tHawaii
M edical --------------

California, Aetna.. -
Allentown Pa., B/C.--'.
California, Travelers .....
Canton, Ohio, B/C ------

Puerto Rico, B/C .......
Nevada, Aetna .... .
Massachusetts, Travelers.
Pennsylvania Travelers.
Lima, Ohio, h/C ........

.3

.3

.3

.3
.3

51.7
65. 4
0
(7)73. 9

47. 9
24. 2
4.8
2.7

19. 9

.1
1.9

93. 4
78. 3
3.1

0
8.2
0

17. 0
2.9

101.2
101.4
99. 3
94. 5
96. 4

.2

.5

.2
3.6
1. 1

4.2
6.4
7.3

18. 1
3.0

4.3
8.5
5.2

15. 0
12.4

7.3(1)
(2)

6. 1

10.3
(I)18.6
(i)

18. 0

.3 57.8 30.7 9.7 0 100.3 .6 10.6 & 0 13.3 14.8

.3 15.6 6.5 71.3 0 102.4 3.3 35.8 6.60 80 22.6

.3

.3

.3

.2

.2

.2

.2
.2

.2

.2

.2

.2
.2

42.2 46.8
25.5 49.0
37.7 4& 5

38.
51.
30.
42.
41.

7
0
5
2
1

58. 8
42. 5

8.9
6.9

52. 2

41.5
28. 6
45. 8
20. 7
44. 3

20. 4
37. 4
15.8
&83

42. 0

1.4
5.7
.3

10.9
16. 0
4.3

33. 8
3.0

.4
7.6

71.4
7& 4
2.4

7..5 105.0
15.6 96.7
13. 3 102. 7

6.1
1. 3

17.9
2.5

10.3

20. 4
&85
0
1.5
3.4

99. 8
99. 4
99. 0

100. 896. 2

94. 7
98. 6
99. 9

100. 0
101.2

1. 1
.7

1.8

1.0
.8
.3
.4

1.2

1.6
.4
.2
.4
.5

8.
12.
30.

3
2
2

20. 5
0
2. 1
5.2
8.4

45. 2
3.3
0

30. 4
8.1

11.2 9.2 12.9
9.5 18. 6 13.5

13. 8 (1) (1)

7.0
8.8
2.4
4.3
6.2

5.4
9.5
3.6
5. 1
7.3

12. 6
7.6
2.6
6.5

11.3

25. 3
6.6
5.7
3.6
5.9

23. 1
18.2
7.7

14.3
27. 5

92. 3
19. 4
15. 3
15.6
11.6

9, 240
(1)

668(i)

1.4
(1)

2.5
(1)

Intermediary

4,922 5.0

7,868 4.9
4,466 21.8

12, 1978,9017
(I)

7, 172
3, 491
8, 557
4, 874
7, 851

4,073
2,818
5, 233
2, 551
4, 187

6.4
4. 1
(1)

4.5
1.9
2.3

12. 4
0.8

17.9
1.2

16. 0
15.2
3.0



k

Maryland, Mutual ......
Wyoming, B/C --.......
Connecticut, Aetna._......
Washington, Aetna ....
Kansas City, Kans., B/C.

California Kaiser .......
Georgia, Travelers ------
Washington Mutual ----
District of Columbia,

Mutual ..............
Nebraska, Mutual .......

Tennessee, Act t-a.....
Rockford, Ill., B/C ......
Minnesota, Travders.. -.-.-
Parkersburg, W. Va.,

B/C -----------------
Virginia-District of

Columbia, B/C-

Bluefield, W. Va., B/C...
Jamestown, N.Y., B/C...-
Puerto Rico, 'Coop ------
Kentucky Mutual ...
Virginia, Aetna ---------

Alabama, Mutual -------
Watertown, N.Y., B/C...
Iowa, Mutual ...........
Maine, Travelers --------
Maryland-District of

Columbia, B/C -------

Oregon, Mutual .........
Missouri, Mutual...
Colorado, Mutual -------
New Hampshire,

Travelers ------------
Bluefield, Virginia, B/C..

See footnotes at end of table, p. 279.

.2

.2

.2.1

.1

.1

.1
.1

24. 9
53. 356. 7
75. 6
49. 2

27. 9
33. 9
27. 3
24. 0
40. 2

44. 1
'4.7

.3
0
2.7

.3
7.9

15. 6
.2

6.9

94. 6
100. 1
100. 2
98. 3

100. 8

76.6 3.6 5.0 14.7 100. 1
43.9 22. 4 33. 1 0 96.8
0 8.7 91.0 0 86.6

.1 27.5 65.5 5.6

. 1 43.0 13.2 22.9

.1

.1

.1

3.2
1.0
.3
.5

1.6

.1

.7
3.9

12. 2
7.9
0
9. 1
2.7

8.4
10.6
3.9
9.5

15.6

(1)
9.0
6.4
9.2
(,)

(1)
16. 0
12.9
13.8

(')

31.3 3.7 11.7 8.8
12.6 6.5 12.9 18.0
13. 0 16. 9 (C) (1)

.2 70.9 4.0 11.1 12.6
20.8 93.3 2.8 11.2 5.8

45.7 41.2 8 5 4.6 100.5
36.7 43.4 6.9 13.0 101.9
45.8 6.3 46.0 1.9 99.9

.2
1.3
.1

(4)
19. 4

(4)
29. 4

6.6 5.8 9.6 10. 1
19.3 6.2 11.8 22.6
20.3 10.8 2.5 30.7

(1)
4,495

20, 0441, 889

2, 615
3, 065

(27

22, 749

2,
3,
3,

. 1 55.6 31.7 .6 12. 1 101.4 1.1 7.8 4.6 7.8 13.8

. 1 42.7 27.5 7.2 19.7 106.4 1.4 13.0 9.7

.1.1
.1
.1
.1

.1

.1

.1
(3)

42. 9
50. 9
55. 2
0

52. 9

57. 1
36. 9
44. 1

.5
47. 1

0
& 4
.7

02. 6
0

0
3.9
0
0
0

96. 4
102. 1
100. 2
83. 4

100.4

16.7 2.5 65.9 14.8 97.3
45.9 50.7 1.9 0 102. 1
0 1.0 98.7 0 92.4

14.4 6.6 79.0 0 100.0

.6
1.7
1.8
3.4
(1)

2.8
.4

3.5
0

8.
52.
14.
0

8
1
4
1

8.2
11. 0
9.2

14.5
34. 5

(4) (4)
15. 1
7.7

20. 7
(4)

5.0

14. 6 13. 4 (4)
7.1 15.8 6.1

12.2 18.4 (4)
0 0 6.8

18. 7
13. 6
32. 0

(4)
7.8
(4)

15. 0

159
720
142

(1)
3.7
7. 1
1.2
(,)

6.6
31.8

(I)

7.5

1. 1
4.6

19. 2

3,396 2.9

(4) (4)

5,188
1, 879
2, 723

(4)

602

(4)
1, 931

Jo(4
(3) 30.8 60.7 1.8 4.3 105.6 1.9 5.2 11.6 (4) (4)

(3)
(3a
(3)

0
0
0

4.3 95.2 0
. 1 09.5 0

12.8 86.2 0

14.6 39.5 45.9 0
39.9 59.8 0 0

89.9 4.0 13.2 15.6 (4)
92.5 3.5 10.4 13.5 (4)
93.0 3.8 1.5.3 15.6 (4)

1.5
2.2
3.7
(4)
.8

(4)
5.6
(4)

14.8

(4) (4)

(4)

100.4 .5 0 2.2 10.1 10.6
92. 1 2.3 0 4.4 (1) (4)

(4)
(4)
(4)

(4)
(4)
(4)

883 5.0(4) (4)



APPENDIX G.--INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969-Continued

Workload distributions

Percent of receipts by type of bill

Percent of In. Out-
national patient patient
receipts hospital hospital

Workload performance indic

Ratio of Weeks
clearvnce work on

ECF IIJIA toreceipts hand

Percent
of bills

penlang
over 3

(lays

Processing timne
aversee number of

stors day beteen dots
forward to interest

i'ercent and (late approved
request for payment

addi.
tionsl In- Out.
devel- patient patient

opinent bills bills

Bills reviewed by SSA

Percent
returned
because

Numbler of error

Rhode Island,
Travelers ------------

Oklahoma, Mutual ......
Mississippi, Mutual-.
Wisconsin, Mutual ......
Florida, Travelers .......

Portland, Wash., BIC...
Virginia, Mutual ........
New York, Aetna .......
Idaho, Mutual ..........
Oregon, Kaiser ----------

Chattanooga, Ga., B/C.o
Montana, Mutual -------
Alaska, B/C ............
CS, Aetna ..............
West Virginia, Mutual. - -

New Mexico Travelers..-
Virgin Islands, Mutual ...
Vermont, Travelers ......
South Dakota, Mutual....
Iowa, Aetna ------------

Intermediary

(3)

(3)
(3)

(8)
(3)

(3)

(3)
(3)
(3)

(3)

0
0
0
0

59. 5

57. 5
35. 1
27.7
0

03. 2

49. 1
0

74.0
80.9
0

0
43.3
0
0
0

0
6.0
0
3.0

10. 9

29. 5
25.7
2.5
2.2
1.8

29.3
0.9

12.9
0
.7

0
17.8
0
1.4
5.7

100.0
94. 0

100.0
92. 9
2.1

4.3
37.5
69. 7
96.0
11.9

21.5
82. 3
6.7

10. 1
98.2

100.0
0

99.9
98. 3
94. 3

0
0
0
0

21.5
&8.
1. 1
0
0

23. 1

0
10.3
0.3
0
0

0
38. 6
0
0
0

100. 0
91.0
906. 1

103. 0
96. 7

100.0
90. 1

100.1
89. 7
99. 8

100.6
97.1

110.0
100.2
100.2

100.0
72.6
99. 7
109.5
91. 5

0
3.8
3.6
3.6
1.3

1.4
3.7
(1)
3.8
.1

.3
4.1
.4

0
3.6

0
5.5
.3

3.1
3.0

0
15.8
14.7
17.0
0.4

1.5
14.4
0

12.9
33. 3

13.2
20.9
25.9
0

27.6

0
24.3
0

20.6
9.1

6.8
19.7
16.3
10. 8
16. 7

8.0
10.7
5.5

20. 1
3.0

11.6
15.7
10.2
8.8

10.2

4.2
5.1
4.0

12.3
20. 4

0*)
(4)

13. 1

(9
(I)
(,)
(,)

(I)

(I)

(6)

(I)
(,)
(I)

0')
(4)
(4)
(,)

30. 4

(4)
(I)

(I)

(I)
(I)

(6)
(I)
(I)

162
(,)
(4)
(4)

1, 101

(4)
(,)
(,)
(I)
(3)

(I)
(I)
(t)
(,)
(I)

112
(I)
(I)
(,)

24. 1
(4)
(4)
(4)

21. 1

(3)

(I)

36. 6

(7)

I!



Michigan, Coinmissioner,
flealth .............

Minnesota, Mutual .....
Indiana, Aetna ..........
hlawail, Kaiser .--------
North Dakota, Aetna.....

Wi•.consin, Aetna .......
Nebraska, Aetna .------
Minnesota, Aetna .......
South Dakota, Aetna.-.
Kansas, Mutual --------

I Individual State data are Iot available. Data Included In tihe State where tits home
office is located. (See enclosure.)

I This intermediary office does not process inpatient or outpatient hospital bills. Bills
shown in the outpatient bill column represent outpatient ECF bills.

I Less than 0.06 percent.

* Individual IState data are inot available. Data included in the State where the home
olik.e is located

I I,ess tlihan 0.05 weeks work ota hand.
* T his intermediary oflice does not process inpatient or outpatient hospital bills.
* Individual State data are not available. Data Included in Aetna at Peoria, I11.

V 1 -

(3)

(3)

(3)

(,a)

81.6
0
0

90. 3
0

0
0
0
0
0

0
0
4.1
0
7. 1

7.8
0
0
0
0

19.2
100.0
95. 9
0

92. 9

92. 2
100.0
100. 0
100. 0
100. 0

0
0
0
0
0

0
0
0
0
0

115.6
70. 2
36. 2

100.5
80. 5

79. 2
94. 2
80. 0
69. 4
7& 3

2. 1
0.7

10.3
.2

3.4

4.3
2.8

32. 8
7.3

17.4

92. 3
22. 3
48. 0
:13. 3
28. 7

8 8
50. 0
28. 0
38. 2
40. 4

(I)

(I)

4.930. 0
15.5
2.0

24. 0

19.7
27. 4
24. 2
12. 7
52. 2

5.9
(I)
(I)

52. 8(I)
(1)
(I)

(1)

(,)
(')
(1)
(I)

341

(I)
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Social Security Administration-Continued

Number of providers

Number Hospitals Federal OEF' HHA's

REGION IV
Alabama.
Florida..
Georgia.M ississippi ---.ft.----------- ......
North Carolina.
South Carolina .------...........
Tennessee ......................

99990
99990
99990
99990
99990
99990
99990

5
2

9
13
14
6
9
7
7

........ 42
1--------

1-----------1----- ---- ----

...-------------

Total.....................

REGION V
Illinois..................
Indiana..................
M ichigan -----------------------
Ohio ..... ..
W isconsin ----------------------

99990
99990
99990
99990
99990

Total.....................

10 65 2 43

3
1
4

29
3

9
6

11
8
3

4---1 1
1------.
2 1
1 1

40 37 9 3

REGION VI
Iowa....................
Kansas-.........................
M innesota ----------------------
M issouri ------------------------
Nebraska -----------------------
North Dakota ----.---..........
South Dakota..............

99990
99990
99990
99990
99990
99990
99990

Total.

REGION VII
Arkansas
Louisiana-................
New Mexico.
Oklahoma................
Texas...................

2
13
2

18 34 7

99990 1
99990
99990 1
99990
99990 2

68 1 83

REGION VIII
Colorado.................
Idaho...
Montana.................
Utah ...................
Wyoming-.......................

99990
99990
99990 1
99990 2
99990......

Total.

6
27
1
3

3 19............

REGION IX
Alaska .........................
Arizona-........................
California-.....
Hawaii -------------------------
Nevada.-
Oregon -------------------------
Wahington...............

99990
99990
99990
99990
99990
99990
99990

4
2

17

5

12
17
35
1
4
3

13

5- -
1------.

-i1

= = 1 I,•

28 85 8

237 402

2

38 323

-

3
8
28
5
3
5

----------------

31
----------------

----------------

----------------

1

Total.

5
8

11
12
32

69

14

1-----------

Total, --

Grand total

----------------
----------------
................
................
- - - - - - - - - - - - - - - -



APPENDIX G
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APPENDIX G.-INTERMEDIARY OPERATIONS: SELECTED WORKLOAD A;
JANUARY-MARCH 1969

Prooessi
average ni

Workload prformanae indicators days betw
Workload distributions forward ti

Percent and date
Percent of reipts by type of bill Percent request for

of bills addl.
Percent of In. Out. Ratio of Weeks pending tonal In-

national patient patient clearance work on over so devel- patient
Intermediary receipts hospital hospital ECO BRA to receipts hand days opment bills

Total, all regions..

Los Angeles, Calif., B/C..
Chicago, IlI., B/C .......
New York NY., .B/C...
Oakland, (alIf., B/.i....
Miohigan, B/C ..........

Texas, BLC .............
Florida B/CMassachiusetts, BJC...
Pittsburgh, Pa., B/C -.--
Indiana, B/C........

St. Louis, Mo, B/C ......
Wisconsin, B/C ..........
Minnesota, BJC .........
New Jersey BIC ........
North Carolina, B/C ....

Pennsylvania, Inter-
county .........

Social Security Admin-
istration.........

Kentucky, B/C.
New Jersey, Prudential.
Des Moines, Iowa, B/C.-

100. 0

5.5
5.0
4.9
4.3
&38

&.8
3.8
3.5
2.7
24

2.
2.
1.
1.

2
2
0
8
7

42.1 41,0 7.8 & 3 99.0 .1.2 12..9 9.0 12, 1

38.34& 845. 8
38. 3
31. 1
34.8

63.
47.
26.
32.
40.

4&
45.
51.
47.
52.

2
0
9
4
7

6
8
5
0
1

89. 0
48. 6
50.8
51. 6
59. 0

28.
42.
52.55.
4&

44.
87.35.
41.
41.

6
2
5
2
6

3
7
3
3
3

10.
1.
1.
6.
1.

2.
2.
5.4.

8
2
1
6
2

9
3
7
6
8

&324.6
4.2
6.7
4.4

10.28.3
5.7

10.8
4.8

7.2
&82

15. 8
7.5
4L2

&87
11.8
7.9
4.9
1.7

102. 0
103. 3

96. 1
85. 1

107. 8

100.1
101. 0
98. 4
99. 6
93. 8

98. 7
99. 7

101. 5
101. 5
105. 4

1.0
2.2
1.4
1.4
1.9

1.1
.9
.9
.7

1.5

.9
1.0
.9
.5

1.4

21.0
20. 7
9.2

24.2
9.2

19. 3
5.0
&82
9.9

43. 7

9.4
12. 4
8.3
4.3

24. 3

8.
12.
13.
7.
6.

1
8
0
3
1

7.9
8.2
3.7

11.8
&87

11.9
12. 7
16. 9
14. 1
11.8

12. 8
23. 7
7.2

15. 2
13. 2

17. 9
8.7

11.4
&84
9.3

14.7
10. 0
8.7
9.7

24. 0

1.7 29.1 8&0 1.3 1.6 102.4 3.8 4.4 6.1 7.5

1.6
1.6
1.3
1.3

50. 5
51.2
24.6
56. 1

22.
38.
25.
30.

6
3
8
7

2.
2.

1&
4.

9
5
6
2

17.1
7.4

30. 5
7.9

95. 4
97. 3
97. 9
96. 7

2.5
.8
.5
.9

14.9
9.6
1.1
8.9

2.3
10. 7
11.4
13. 1

38 4
10. 4
6.4
9.5



ARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969

Proeesting time,
average number of

Workload performance Indioators days between date
distributions forward to Interest

b Perent and date approved Bills reviewed by BOA
reeipts by type of bill Peroen quest for payment

of bills addi. Paoant
Out. Ratio of Weeks pendin• tional In. Out. returned

OtleAt olaranoe work on devel. patient patient because
0--0Pal 101 BHA toreeipta hand days opment bllls bilbl Number of enror

41.0 7.8 &88 99.0 1.2 12.9 9.0 12.1 25.4 2, 650,353 5.2

89. 0
48. 6
50.8
51. 60.0
Avg 8
42.2
52.5
66. 2

2~8

ot. 786. 8
41. 3
41. 3

10.8
1.2
1.1
86.
1.2

2.9
2.8
5.7
4.6
&.8

3.2
4L8
4.2
8.7
4.4

10. 28.3
5.7

10. 8
4.8

7.&
16.
7.
4.

102.0
103.8

96.1
85.1

107.8

2
2
8
5
2

&87
11.3
7.9
4.9
1.7

100.
101.
98.
99.
93.

98.
99.

101.
101.
105.

1.0
2.2
1.4
1.4
1.9

I
0
4
6
8

7
7
5
5
4

1.

1
9
9
7
5

.9
1.0
.9
.5

1.4

21.0
20. 7
9.2

24.2
9.2

19. 3
6.0
8.2
9.9

4. 7
9.4

12. 4
8.3
4.3

24.3

&
12.
13.
7.8.

7.
6.
3.

11.&

11.12.
15.
14.
11.

1
8
0
31

9
2
7
8
7

9
7
9
1
8

12.8
28. 7

7.2
15. 2
13. 2

17.&
11.&

9.

14.
10.
&9.

24.

9
7
4
4
3

7
0
7
7
0

28. 0
41.6
20. 4
26. 2
60.4

25.
14.
24.
15.
89.

19.
19.
28.
25.
35.

124, 361
136, 877
147, 099
112, 009
100, 948

158, 251
112, 030
112, 596
69, 430
63, 365

52, 927
61, 276
39, 104
47, 328
35, 624

8
6
3
5
3

2
4
4
7
9

5.8
5.7
2.8
9.4
1.9

8.
5.
2.
2.

11.3.
1.
4.
4.

5

9
0
4

2
3
6
7
7

-6&80 1.3 1.8 102.4 3.8 4.4 6.1 7.5 46.1

22. 6
38. 8..u. 8
°?A 7

2.
2.

1&
4.

9
5
6
2

17.1
7.4

30. 5
7.9

9&
97.
97.
96.

4
3
9
7

2.5
8
5
9

14.9
9.6
1.1
&89

2.
10.
11.
13.

3
7
4
1

3A
10.
6.
9.

4
4
4
5

30.
17.11.
20.

45,311 4. 3

2
9
2
7

25, 032
42, 190
29, 323
28, 806

7.3
1.5
2.9
&.6



APPENDIX G.-INTERMEDIARY OPERATIONS: SELECTED WORKLOAD AN
JANUARY-MARCH 1969--Contlnued

Procesijaverage nu
Workload performance indicators days bet w

Workload distributions forward to
Percent and date a

Percent of receipts by type of bill Percent request for p
of bills addi.

Percent of In. Out. Ratio of Weeks pending tional In.
national patient patient clearance work on over 80 devel. patient

Intermediary receipts hospital hospital ECY BHA to receipts hand days opment bills

Cleveland Ohio, B/C.... 1.3 37.2 50.9 7.8 4.1 97.4 1.0 17.8 9.0 11.3
Seattle Wash, B/C-.... 1.2 48. 1 32.9 8.4 10.3 94.7 1.7 10.6 12.2 11.7
Chattanooga, Tenn., B/C. 1. 2 54. 5 33. 1 8. 1 3. 8 99. 9 .5 15. 1 8. 4 8. 6
Topeka Kans., B/C ----- 1. 1 58. 8 31.2 4.6 3.8 100.5 .9 23.3 17.6 13.8
Colorad, B/C------. 1. 1 49.0 38. 5.1 7.1 97.6 1.6 3.3 9.3 15.8

Oklahoma, B/C ......... 1. 1 63.3 23.8 2.9 10.0 76.4 .8 22.6 3. 0 11.9
Alabama, B/C ---------- 1. 1 62.7 31.8 3. 3 2.1 101.1 .4 5.1 4.8 8.2
Cincinnati, Ohio, B/C .... 1. 1 34.4 48. 7 5.5 10.8 100.5 .7 17.7 4.6 15.6
Baltimore, Md., B/C. 1.0 35. 56.9 2.9 4.6 97.7 .9 5.5 3.7 10.9
Columbus, Ga., B/C..... 1.0 52.9 38. 7 3.1 4.8 99.4 .6 2.7 8.8 9.8

Oregon, B/C ------------ .9 49.8 30.6 8. 3 11.1 98. 6 1.0 .5 9.0 9.2
Connecticut, B/C ------- -. 9 38. 1 39.6 1.6 19.2 103. 0 .6 9.0 4.5 6.8
Baton Rouge, La., B/C.. .9 54.6 36 1 3.2 4.4 101.1 1.9 12.2 4. 7 12.6
Richmond, Va., B/C ... .8 54.7 37.2 7.0 1.0 96.2 .5 1.9 6.8 12.2
Harrisburg, Pa., B/C- -. . 8 35. 8 48. 0 4. 9 11. 0 98. 2 1. 2 6. 0 10. 0 7. P

New York Travelers...... 8 33.8 10.3 46.9 0 9& 3 .2 6.3 5.1 6.6
Arizona, B/C .......... .8 42.8 37.8 6.9 11.9 99.6 .4 0 6.9 8.8
Philadelphia Pa., B/C.... .8 27.3 51. 1 8.3 13.1 97.9 .9 10.6 12.5 5.8
Arkansas, BIC -----------. 8 68.3 26.0 4.1 1.3 98.8 .2 9.1 7.) 7.3
Mississippi, B/C ---------. 8 73.4 18.3 2.1 4.8 97.7 .7 11.9 15.6 14.1



a

&RY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969-Continued

Processing time
average number oi

Workload performance indicators days between date
Istributlons forward to interest

Percent and date approved Bills reviewed by 88A
receipts by type of bill "ercent request for payment

of bills addi. PercentOut. Ratio of Weeks pending tonal In. Out. returnedItient clearance work on overS) devel. patient because
qpital 107 BHA toreoeipta hand days opment bills bill Number of error

7.8
8.4

4.6
5.1

-8
1.8

7
-- 9
-7

). 3

*0
.3

2.a
5.2.
3.

1.
3.
7.
4.

9
3
59
1

3
6
2
0
9

46. 9
6.9
&83
4.1
2.1

4.
10.

3.
3.
7.

1
3
88
1

10.0
2. 1

10.8
4.6
4.8

11. 1
19. 2
4.4
1.0

11.0

0
11.9
13. 1
1.3
4.8

97. 4
94. 7
99. 9

100. 5
97. 6

76. 4
101. 1
100.5
97. 7
99. 4

98.10&
101.

96.
98.

1.0
1.7
.5
.9

1.6

.8

.4

.7

.9

.6

1.0
.6

1.9
.5

1.2

6
0
1
2
2

9& 3
99. 6
97. 99& 8
97. 7

.2

.4
.9
.2
.7

17. 8
10. 6
15. 1
23. 3

3.3

22. 6
5. 1

17. 7
15

.5
9.0

12. 2
1.9
6.0

6.3
0

10. 6
9.1

11.9

9.0
12. 2
&84

17. 6
9.3

a.
4.4.
a
8.

0
8
6
7
8

9.0
4.5
4.7
6.&8

10. 0

5.1
6.9

12.5
7. 1

15.6

11.
11.

13.15.

3
7
6
8
8

11.9
8.2

15.6
10. 9
9.8

9.
6.

12.
12.7.

2
8
6
2
0

6.6
&8
5.8
7.3

14. 1

29. 7
42. 7
15. 0
15. 9
36. 0

21.2
15.8
35. 3
22. 1
20. 9

17.
14.
19.
28.
25.

38, 294
28, 343
34, 654
28, 547
30, 398

16, 580
26, 783
35, 486
38, 222
24,696

21, 084
24, 218
19, 167
22, 998
25, 489

12,458
18,821
21,785
15, 207
15, 608

5
3
6
2,
7

22. 1
16. 0
23. 4
11.4
23. 2

2.6
5.8
1.8
4.8
4.4

7. 1
6.1
4.6

10.9
3.7

2.
4.
3.9.
1.

7
3
3
4
9

31.3
2.0
3.5
6.3
3.7



South Carolina, B/C-....
Columbus Ohio B/C ....
Buffalo, N.Y., B/C ......
Kansas City, Mo B/C..
Rhode Islad, B/h -.----

Wilkes-Barre, Pa. B/C..
Atlanta, Ga., B -d
Nebraska, B/C.. ....
8yraouse NY, B/C ...
Maine, B/C..........

Albany, N.Y., B/C ......
Rochester, N.Y., B/C. --
California, Mutual ......
New Orleans, LA B/O...
Tbledo, Ohio, B/6 .......

Charleston, W. Va., B/O.
Ohio, Nationwide .......
Florida Aetna ..........
Utah B/C
New Hampshire, B/C....

Memphis, Tenn, B/C-.-.
Connecticut, Travelers...
Youngtown, Ohio, B/C..
Utica NY, B/C .......
New Mexioo, B/C .......

Montana B/C-.
Idaho, BIC .........
Sioux City Iowa, B/C...
Wheeling W.Va., B/C...
New Yorl Department

of Health ---te ft .. .....
See footnote at and of table, V. M1.

.8

.8

.8

.7

.6

.6

.6

.6

.6

.6

.6

.5.6

.6

.4
.4.4
.4
.4
.4
.4
.4
.4
.4

4
4
8
3

51. 0
46. 6
38. 1
51. 82&. 4

40. 2
39. 5
64.9
38. 08g 6

43. 2
27. 1

.7
32.9
50. 4

44.8
20. 4
0

41.5
8. 3

41.0
16. 2
48 0
40. 8
48 0

59. 2
41.0
57. 8
4. 7

31. 1
48. 2
54.3
37. 55g 9

41.3
45. 5
30. 9
59. 4
47. 9

49. 8
K6. 9
4.5

44.6
38 2

49.28.

48.
42.

49.
12.
38.
50.
36.

28
46.
32.
40.

7
8
7
2
8

1
8
0
6
3

3
5
9
5

8.6
.7

5.4
2.7
1.3

2.7
4.9
3.1
2.0
2.3

1.6
8.0

91. 0
4.1
5.6

2.
27.
89.
8.
3.

63.
83.
6.
3.

2.3.
3.
2.

7
4
0
4
5

8
5
7
6
8

6
1
0
2

7.
7.
4L
7.

14.

7
2
0
2
5

16. 8
9.7
.8
.5

11.1

.

0
16.
6.

3.
26.0
8.

18.

4.16.
9.
3.

12.

7.
10.
6.

10.

2
456

2

1
3

8
8'.
3
0.6.

8
2
8
5

102.
95.

101.
96.
90.

97.
111.
102.
98

101.

1
4
4
7
4

9
8
3
6
0

104. 8
97. 8
92. 8

102. 4
99. 9
9& 2
97. 9
07. 2
97. 8

103. 5

100. 8
97. 1
98. 8

100.5
108 0
9g 7

101. 9
99. 6
99. 5

.8 0 0 0 99.9 108 8

.7
1.5
.8

1.4
2.5

.5
1.0.6
1.,1
.3

2.3
.5

3.4
.7

1.1

.3

.5

.8
1.8
1.4

.5

.3

.7
1.2
1.0

.8

.6

.6

.2

21. 2
23. 5
9.6
3.5
4.4

.3
15. 8
1. 1

24.3
6.2

10.
31.
14.
14.
1.

8.
1.
3.

29.

11.
21.16.
3.
4.

6.
12.
0.0

8.
6.
7.

14.
1U..

0
9
2
4
5

9.1
8.8

15. 3
8.9
5.4

956

9
5

8
4
9
4
5

2
3
9
1
9

3
5
9

7.8.
15.
7.
a.

8
2
9
4
2

2.9
4.4

12. 2
11.0
10. 5

8.0
3.2

10.9
4.4
8.8

5.9
5.1
7.8

10. 3

12.4
9.2
9.3

10. 0
9.0

5.1
8.9
3.6
8.9
&g7

15. 2
5.1

11.6
9.0
(,)

10. 1
13. 9

7.4
10. 4
8.6
8.8

14.7

7.
7.
7.
6.

0
8
4
7

1.9 25.4 6.2 (,)

0

O

O



31.
4&
54.
37.
5A

41.
45.
30.
59.
47.

1
2
3
5
9

3
5
9
4
9

49. 8
56.9
4.5

44.6
8K.2

49. 7

42.8

49. 1
12.8
s6. 0
50.6
35.8

8.6
.7

5.4
2.7
1.3

2.7
4.9
3.1
2.0
2.8

1.6
6.0

91. 0
4.1
5.6

2.7
27. 4
89. 0
& 5

& 8
B& 56.7
5.6

&38

2,6
&3.
&2.2.2

7.7
7.2
4.0
7.2

14.5

15. 8
9.7
.8
.5

11.1

5.2
8.4
.5

15&6
5.2

&31
25. 3
0
6.5..

1& I

4.
9.
a

12.

7.
10.
5.10.

8
8'.

0..
6

8
2
8
5

102. 1
95. 4

101.4
96.7
90. 4

97. 9
111.8
102. 3
98. 6

101. 0

104. 8
97. 8
92. 8

102. 4
99. 9

98.2
97.9
07. 2
97. 8lO& 5

100.8
97. 1
98.8

100. 5
108. 0

9& 7
101. 9
99. 6
99. 5

7
5
8
4
5

5
0
5
1
3

3
5
4
7
1

.8

.5

.8
1.8
1.4

.5

.8

.7
1.2
1.0

.8

.6
.8
.2

21. 2
23.5
9.6&a
4.4

15.
1.

24.5.

10.
31.
14.
14.
1.

21.a
16.a
4.

6.3
12.5
5.9
0

8.6.

7.
14.
11.

9.
6.

15.
6.
5.

0
9
2
4S

8
3
9
4

7.8
. 2

15. 9
7.4
6.2

2.9
4.4

112.
11. 0
10.5

&80
&32

10.9
4.4
6.8

5.9
5.1
7.8

10. 3

12.4
9.2
9.3

10. 0
9.0

5.1
&89& 6
&89
&87

15. 2
5.1

&81

11.6
9.0

(1)
10. 1
1& 9

7.4
10. 4
8.6
6.8

14.7

7.0
7.8
7.4
6.7

17. 6
20. 7
28.2
31. 2
24.9

14.3
43. 9
10. 8
17. 9
9.5

41.3
32.7

14.
12.7

24.6
12.9
21.8
43. 3
7.2

26.
25.
24.
11.
20.

12.
14.
17.
6.

6
2
75
4

4
2
0
9

18, 640
22, 608
35, 681
27, 269
25, 146

16, 944
19, 208
14, 310
17, 436
19, 849

16, 679
14, 075

16, A
11,964

15,504
12,681
1,217
9, 425

19, 166

14, 101
9,o236

11, 92611 ,920
9, 847

9, 429
11, 483
17, 975
9,641

9.3
2.3
9.7a 9

12.0

2.7
4.1a1
3.6
1.8

2.3
4.6

2.4

2.1
5.7
4.9
7.6
2.6

2.8
2. 9
&34
2.3
&86

4.4
2.8
&34
1.5

1.9 25. 4 5.2 (1) (0) 9,059 2.30 0 99. 9 106. 8



APPENDIX G.--INTERMEDIARY OPERATIONS: SELECTED WORKLOAD A-
JANUARY-MARCH 1969-Continued

Proce.average
Workload performance indicators day. bet'

Workload distributions forward'
Percent and date

Percent of receipts by typo of bill Percent request for
of bills addi. -

Peront of In. Out- Ratio of Weeks pending tonal In.
national patient patient clearance work on over a0 devel- patient

Intermediary recelpts hospital hospital ECO HHA toreceipts hand days opment bills

Massachusetts, Aetna ....
South Dakota, B/C ......
Illinois, Aetna .........
Texas, Mutual ..........
North Dakota, B/C .....

Roanoke, Va., B/C ......
Michigan, Travelers .....
District of Columbia,

"B/C .................
Delaware, B/C.......
Vermont, B/C.

Hawaii Hawaii
Medical.........

California, Aetna-.......
Allentown Pa., B/C .....
California, Travelers .....
Canton, Ohio, B/C ..

Puerto Rico, B/C -------
Nevada, Aetna .........
Massachusetts, Travelers.
Pennsylvania Travelers.
Lima, Ohio, B/C --------

.3

.3

.3
.3.3
,3
.3
.3
.3

2
2
2
2
2

.2

.2

.2

.2

.2

51. 7
65. 4
0

(1)
73. 9

47. 9
24. 2
4.8
2.7

19. 9

.1
1.9

93. 4
78. 3
3. 1

57.8 30.7 9.7
15.6 6.5 71.3

42. 2 46.
25. 5 49.
37.7 48.

38.
51.
30.
42.
41.

58.
42.
8.
6.

52.

7
0
5
2
1

8
5
9
9
2

8
0
5

41. 5
28 6
45. 8
20. 7
44. 3

20. 4
37. 4
15. 8
8.3

42. 0

0
8.2
0

17. 0
2.9

0
0

1.4 7.5 105.0
5.7 15.6 96.7
.3 13.3 102.7

10. 9
16. 04.3
33. 8
3.0

7.71.
78.

2.

4
6
4
4
4

6.
1.

17.
2.

10.

1
3
9
5
3

20. 4
8.5
0
1.5
3.4

101. 2
101.4
99. 3
94. 5
96. 4

.2

.5

.2
3.6
1. 1

4.
6.
7.

18.
3.

2
4
3
1
0

4.3
8.5
5.2

15.0
12. 4

7.3

6.1

10I. 3 .6 10.6 8. 0 13.3
102.4 3.3 35.8 6.6 8.0

1.

1.

99. 8
99. 4
99. 0

100. 8
96. 2

94. 7
98. 6
99. 9

100. 0
101.2

1
7
8

1.0
.8
.3
.4

1.2

1.6
.4
.2
.4
.5

8.3
12. 2
30. 2

20. 5
0
2.1
5.2
8.4

45.
3.
0

30.
8.

11.
9.

13.

2
5
8

7.0
8.8
2.4
4.3
6.2

5.4
9.5
3.6
5.1".3

2
3

4
1

9.2
18. 6

(1)

12. 6
7.6
2.6
6.5

11.3

25.
6.
5.
3.
5.

3
6
7
6
9

e

$

$



ARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969-Continued

Processing lime,
average number of

Workload performance Indicators days between date
distributions forward to interest

Percent and date approved Bills reviewed by BOA
_ reoelpts by type of bill Percent request for payment

of bills addi. Percent
Out- Ratio of Weeks pending tonal In. Out. returned

aelent clearance work on over a devel- patient patient because
icepital CF e HHA toreceipts hand days opment bills bills Number of error

1.

7&
3.

1
9
4
3
1

0
8.2
0

17. 0
2.9

101. 2
101.4
99. 3
94. 5
96. 4

.2

.5

.2
3.6
1. 1

4.2
6.4
7.3

18. 1
3.0

4.305
5.2

15. 0
12. 4

7.3

6.1

10.3
(1)

18. 6(1)
1&80

9, 240
(1)

(4 )4, 922

1.4

2.5
(1)

5.0

30.7 9.7 0
8.5 71.3 0

100.3 .6 10.6 8.0 13.3 14. 8
102.4 3.3 35. 8 6.6 8.0 22.6

7, 868 4.9
4,466 21.8

1.1 &83 11.2 9.2
.7 12.2 9.5 1& 6

1.8 30.2 13.8 (1)

1.0
.8
.3
.4

1.2

1.6
.4
.2
.4
.5

20. 5
0
2.1
5.2
8.4

45.
3.
0

30.
8.

2
3

4
1

7.0
8.8
2.4
4.3
6.2

5.4
9.5
3.6
5. 1
7.3

12. 6
7.6
2.6
6.5

11.3

25. 3
6.6
5.7
3.6
5.9

8
0
5

5
6
8
7
3

4
4
8
3
0

1.5.

10.
16.
4.

33.
3.

7.
71.
71.7&2.

4
7
3

9
0
3
8
0

4
6
4
4
4

7.5
15. 6
13.3

6.1
1.3

17. 9
2.5

10. 3

20. 4
8.5
0
1.5
3.4

41.
2&
45.
20.
44.

20.
37.
12.
42.

105. 0
96. 7

1Q2. 7

99. 8
99. 4
99. 0

100. 8
96. 2

94. 7
98. 6
99. 9

100.0
101.2

6.4
4. 1(,)

12. 9
13. 5

(,)

23. 1
18.2
7.7

14. 3
27. 6

92. 3
19. 4
15. 3
15. 6
11.6

12, 197
8, 917

(,)

7,172
3,491
8, 557
4, 874
7,851

4, 073
2,818
5, .M33
2, Al
4 187

4.
1.
2.

12.
0.

5
9
3
4
8

17.9
1.2

16. 0
15. 2

3.0



Maryland, Mutual ------
Wyoming, B/C ---------
Connecticut, Aetna......
Washington, Aetna ......
Kansas City, Kans., B/C.

California Kaiser -------
Georgia, Travelers ......
Washington Mutual ....
District of Columbia,

Mutual..........
Nebraska, Mutual .......

Tennessee, Aetna .......
Rockford, Ill., B/C ......
Minnesota, Travelers ....
Parkersburg, W. Va., -

B/C............
Virginia-Distriot of

Columbia, B/C .......

Bluefield, W. Va., B/C.. -
Jamestown, N.Y., B/C...
Puerto Rioo, Coop ......
Kentucky Mutual......
Virginia, Aetna......

Alabama, Mutual .......
Watertown, N.Y., B/C...
Iowa, Mutual ........
Maine, Travelers.......
Maryland-Distriot of

Columbia, B/C .......

Oregon, Mutual .......
Missouri, Mutual .......
Colorado, Mutual --------
New Hampshire,

Travelers.........
Bluefleld, Virginia, B/C..

Oee footnote at end of table, p. 279.

2
2
2
1
1

.1
.1
.1

.1

.1

.1

.1

.1

24.
53.
56.
75.
49.

9
3
7
6
2

76. 6
43. 9
0

27.
33.
27.
24.
40.

9
9
3
0
2

44. 1
4.7
.3

0
2.7

3.6 5.0
22.4 33.1
8.7 91.0

.3
7.9

15. 6
.2

6.9

14. 7
0
0

•= I 3.

1.
1.
1.

94.6
100.1
100. 2

98. 3
100. 8

100.1
96.8
86. 6

2
0
3
5
6

12. 2
7.9
0
9.1
2.7

8.
10.

3.
9.

15.

4
6
9
5
6

(I)
9.0
6.4
9.2
(1)

. 1 31.3 3.7 11.7

.7 12.6 6.5 12.9
3.9 13.0 16.9 (')

27.5 65. 5 5. 6 .2 70.9 4.0 11.1 12.6 (4)
43.0 13.2 22.9 20.8 93.3 2.8 11.2 5.8 19.4

45. 7
36. 7
45. 8

41.2
43. 4
6.3

.1 55.8 31.7

.1 42.7 27.5

1
1
1
1
1

.I

.1

.1(3)

42. 9
50. 9
55. 2
0

62. 9

16.
45.
0

14.

57.
36.
44.

47.

2.
50.
1.6.

7
9

4

1
9
1
5
1

5
7
0
6

& 5
6.9

46. 0

4.6 100.5
13. 0 101.9
1.9 99.9

.2 6.
1.3 19.
.1 20.

6
3
3

5.8
6.2

10. 8

9.6
11.8
2.5

.6 12.1 101.4 1.1 7.8 4.6 7.8

7.2 19.7 106.4 1.4 13.0 9.7 (4)

0
8.

92.

0

65.
1.

9.79.

4
7
8

9
9
7
0

0
3.9
0
0
0

14.8
0
0
0

96.4
102. 1
100. 2
83.4

100.4

97. 8
102.1

92. 4
100. 0

.6
1.7
1.8
3.4
(6)

2.
3.

0

8
4
6

8.
52.
14.
0

14.
7.

12.
0

8
1
4
1

6
1
2

8.2
11.0
9.2

14. 5
34.5

13. 4
15. 8
18. 4
0

15. 1
7.7

20. 7
(4)

5.0

( 4)
6. 1

614

(3) 30.8 60.7 1.8 ' 4.3 105.6 1.9 5.2 11.6 (4)

0
0
0

14.6
39. 9

4.

12.

3
1
8

89. 5
59. 8

95.
99.
86.

2
5
2

45. 9
0

0
0
0

0
0

89. 9
92. 5
93. 0

100. 4
92. 1

4.
3.
3.

0
5
8

13.
16.
15.

2
4
3

.5 0
2.3 0

15. 8
13. 5
15.6

2.2 10.1
4.4 (4)

.

.

.



27. 9
33. 9
27. 3
24.0
40. 2
3.8

22.4
& 7

44.1
4.7
.3

0
2.7

5.0
33. 1
91. 0

7.

6.

3
9
6
2
9

14.7
0
0

94.6
100.1
100. 2
9 3

100. 8

100.1
96.8
88. 6

3.2
1.0
.3
.5

1.6

12.2
7.9
0
9.1
2.7

.1 31.3

.7 12.6
3.9 13.0

8.4
10. 6
3.9
9.5

15. 6

3.7
&.5

16. 9

(I)
9.0
6.4
9.2
(,)

11.7
12. 9

(1)

(1)
16. 0
12.9
13. 8

(1)

8.8
18. 0

(1)

65. 5 5. .2 70.9 4. 0 11.1 12.6 (1) (#
13. 2 22.9 20.8 93.3 2.8 11.2 5.8 19.4 29.4

41. 2
43. 4
&.a

3.5
8.9

46. 0

4.6
13. 0
1.9

100.5
101. 9

99. 9

.2 8.6
1.3 19.3
.1 20.3

5.8
6.2

10. 8

9.6
11.8
2.5

10. 1
22. 6
30. 7

31.7 .6 12.1 101.4 1.1 7.8 4.6 7.8 13.8

27.5 7.2 19.7 106.4 1.4 13.0 9.7 (4) (4)

.5
47. 1
2.5
0. 7
1.0
6.6

0
&.4
.792. 6

0

65. 9
1.9

9. 7
79. 0

0
3.9
0
0
0

14.8
0
0
0

102.11
100. 2
8. 4

100. 4

97.
102.

92.
100.

.6
1. 7
1.8
(,)

2.8
.4

3.5
0

31
4
0

52.
14.
0

14.
7.

12.
0

8

1

1

2

&.2
11. 0
9.2

14.5
34.5

13. 4
15.8
18. 4
0

15. 1
7.7

20. 7
(4)

5.0

(4)
6. 1

(4)

13.7
13. 6
32. 0(o 4
10.

15.

(1)
4, 495

20, 044
1,889

(,)
2,615
3, 065

(1)

(')
3.7
7.1
1.2
(1)

6.6
31.8

(1)

22o A~ 71

2, 159
3 720
3,142

1.1
4.6

19. 2

3,396 2.9

(4) (4)

5,1881 879
2,723

6 2

1)

1.5
2.2
3.7

(4)
&.8
(4)

14. 8

60.7 1. 8 4. 8 105. 6 1.9 5. 2 11.6 (4) (4)

4.3 95.2
.1 99.5

12.8 86.2

39.5 45. 9
59.8 0

0
0
0

0
0

89.
92.
93.

9
5
0

100. 4
92.1

4.0 13.2 15.6
&35 16.4 13.5
3.8 15.3 15.6

.5 0
2.3 0

(4~~ (4~

2.2 10.1 10.6
4.4 (4) (4)

(4'j
?4S

(4~
l4~~

883 50
(4) (4)

(4) (4)



APPENDIX G.-.INTERMEDIARY OPERATIONS: SELECTED WORKLOAD,
JANUARY-MARCH 1969-Continued

Process
Workload performance indlcztors days etw

Workload distributions forward toPercent and date.

Percent of receipts by type of bill Percent request for
of bills addI. -

Percent of In- Out- Ratio of Weeks pending tional In-
national patient patient clearnoe work on over 30 devel- patient

Intermediary receipts hospital hospital ECF HIIA toreceipts hand days opment bills

Rhode Island,
Travelers ------------- () 0 0 100.0 0 100.0 0 0 6.8 ()

Oklahoma, Mutual ------ () 0 6. 0 94. 0 0 91.0 3. 8 15. 8 19. 7 4

Mississippi, Mutual (.) 0 0 100. 0 0 96. 1 3. 6 14. 7 16. 3
Wisconsin Mutual ...... 0 3.0 92.9 0 103.0 3.6 17.6 16.8 (4)

Florida, Travelers ....... 59. 5 16. 9 2. 1 21.5 96. 7 1.3 6. 4 16. 7 13. 1

Portland, Wash B/C... (3) 57. 5 29. 5 4. 3 8. 8 100. 6 1.4 1.5 8.0 (4)
Virginia, Mutual-.-..-..-- ( 35. 1 25. 7 37.5 1.1 90. 1 3.7 14.4 10. 7 (1)
New York, Aetna -------- 8)27.7 2.5 69.7 0 100.1 (6) 0 5.5 (1)
Idaho, Mutual ----------- 1 0 2.2 96.0 0 89.7 3.8 12.9 20. 1 (1)
Oregon, Kaiser.......... 63.2 1.8 11.9 23.1 09.8 .1 33.3 3.9 (')

Chattanooga, Ga., B/C__.. ' 49.1 29.3 21.5 0 100.6 .3 13.2 11.6 (1)
Montana Mutual a------ 0 6.9 82.3 10.3 97.1 4.1 20.9 15.7
Alaska, 9/C ------------ 74.0 12.9 6.7 6.3 110.0 .4 25.9 10.2
CS, Aetna ------------- 80.9 0 10.1 0 100.2 0 0 8.8 (1)
West Virginia, Mutual -.- 0 .7 98.2 0 100.2 3.6 27.6 16.2

New Mexico Travelers. (- 0 0 100. 0 0 100. 0 0 0 4. 2 ()
Virgin Islands, Mutual.... 43. 3 17.8 0 38. 6 72. 6 5. 5 24.3 5.1
Vermont, Travelers (_ ) 0 0 99.9 0 99.7 .3 0 4.6
South Dakota, Mutual... 0 1.4 98. 3 0 109. 5 3. 1 26. 6 12.3 (1)
Iowa, Aetna ........... 0 5.7 94. 3 0 91.5 3.0 9.1 20.4 (?)



M 1 I I

ARY OPERATIONS: SELECTED WORKLOAD AND COST DATA,
JANUARY-MARCH 1969-Continued

Processing time.
average number oi

Workload performance Indicstors days between date
distributions forward to interest

Percent and date approved Bills reviewed by BSA
of receipts by type of bill Pereont request for payment -

of olls, addi- Per-ent
Out- Rlatio of Weeks pending tonal In- Out- returned

patient clearence work on over 30 devel- patient patient because
icipital ECF HHA torecelpts hand drays opment bills bills Number of error

0

14
3.

16.

0

0
9

29. 5
25.7

2.5
2.2
1.8

29. 3
6.9

12.9
0
.7

0
17.8
0
1.4
6.7

100.
94.

100.
92.

2.

0
0
09
1

4.3
37.5
69. 7
96.0
11.9

21.5
82.3

6.7
10.1
98. 2

100.0
0

99. 9
98.3
94. 3

0
0
0
0

21.5

8.8
1.1
0
0

23. 1

0
10.3

6.3
0
0

0
38. 6
0
0
0

100. 0
91.0
96. 1

103. 0
90. 7

100. 6
90. 1

100. 1
89. 7
99.8

100. 6
97.1

110.0
100.2
100. 2

100.0
72. 6
99. 7

109.5
91. 5

0
3.
3.
3.
1.

8
6
6
3

1.4
3.7
(1)
3.8
.1

.3
4.1
.4

0
3.6

0
5.5
.3

3.1
3.0

0
15. 8
14.7
17. 6
6.4

1.5
14.4
0

12.9
33.3

13.2
20. 9
25.9
0

27.6

0
24.
0

26.
9.

3

6
1

6.8
19.7
16. 3
16. 8
16.7

8.0
10.7

5.5
20. 1

3.9

11.6
15.7
10.2
8.8

16.2

4.2
5.1
4.6
12.3
20. 4

13. 1

(4)

(I)

36. 4

(4)

~ I)

I)

(6)

~ 1)

I)

162

112

1,

24. 1

21. 1

36. 6



Michigan, Commissioner,Health...- - -- -- -

Minnesota, Mutual------
Indiana, Aetna-------..--
Hawaii Kaiser ----------
North bakota, Aetna ....

Wiiconsin, Aetna--------
Nebraska, Aetna --------
Minnesota, Aetna -------
South Dakota, Aetna....-
Kansas, Mutual-........

I Individual State data are not available. Data included in the State where the home
office Is located. (Sae enclosure.)

I This IntermedIary office doe not process inpatient or outpatient hospital bills. Bills
shown In the outpatient bill column represent outpatient ECF bills.

j ess than 0.0 percent.

' Individual State data are not available. Data
office is located

$ Less than 0.05 weeks work on hand.
o This intermediary office does not process inpatI Individual State data are not available. Data

(3 81. 6
0
0

96. 3
0

0
0
0
0
0

115. 6
70. 2
36. 2

100. 5
86. 5

0
0
4.1
0
7. 1

7.8
0
0
0
0

19. 2
100. 0
95. 9
0

92. 9

92. 2
100. 0
100.0
100. 0
100. 0

0
0
0
0
0

0
0
0
0
0

4.9
36. 6
15. 5
2.6

24. 0

2.
6.

10.

3.

4.
2.

32.
7.

17.

1
7
3
2
4

3
8
8
3
4

92. 3
22. 3
48. 0
33. 3
28. 7

18. 8
50. 0
28. 6
38. 2
46. 4

1& 3
(I)(7)

79.
94.
80.
69.
73.

2
2
6
4
3

19.
27.
24.
16.
52.

7
4
2
7
2



0
0
4.
0
7.

1

1

7.8
0
0
0
0

19. 2
100. 0

9& 9
0

92. 9

92.2
100. 0
100. 0
100. 0
100. 0

0
0
0
0
0

0
0
0
0
0

in the state where the home

out .6t hospital bills. Bills

116. 6
70. 2
36. 2

100. 5
86.5

79.
94.
80.
69.
7U

2
2
6
4
3

2.1
6.7

10. 3
.2

3.4
4.3
2.8

32. 8
7.3

17. 4

92. 3
22. 3
48. 0
33. 3
28. 7

18. 8
50. 0
28. 6
3A 2
46. 4

4.936. 6
16. 6

2.6
24. 0

19. 7
27. 4
24. 2
16. 7
52. 2

18 3 52. 8
M)

(7)

341 6.9

(I)

* Individual State data are not available. Data included in the State where the home
office Is located

Less than 0.06 weeks work on hand.
*Thls interre, liary office does not process inpatient or outpatient hospital bills.
'Individual State data are not available. Data Included in Aetna at Peoria, I!1.
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APPENDIX H.--VARIOUS MEASURES OF CARRIER
PERFORMANCE IN MEDICARE

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
SOCIAL SECURITY ADMINISTRATION,

Baltimore, Md., December 6, 1968.
Mr. THOMAS VAIL,
Chief Counsel, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR TOM: This is in further replyto your letter requesting infor-
mation about the performance of Medicare carriers. Enclosed are
responsTs to your remaining questions with the exception of questions5(g)I and 6. We are completing the current tabulations which are
essential to answering these questions and will transmit the informa-
tion to you shortly. in addition, we are gathering data required to
answer the questions raised in your letter of October 15.

As you requested, we have, wherever possible, prepared numerical
rankings with respect to specific indices of carrier performance. Al-
though these are the principal statistically measurable indications of
carrier performance available to us at this time, there are, of course,
a great variety of qualitative considerations which such rankings do
not adequately reflect such as: the application of the requirements of
the law and regulations to the processing of Medicare claims, including
effectiveness in the application of criteria for the determination of
reasonable charges; carrier responsiveness to inquiries and to other
needs for service and help, as indicated by beneficiaries and our field
organization; and the establishment of effective relationships with the
medical community.

Given the newness of the program and the varying factors that
affected the carriers' ability to respond to a great variety of different
situations, we do not look just to past performance in making com-
parative judgments among carriers. Indications of present performance
and, indeed, of the acquisition of capability for improved performance
have been as significant in some cases as past data. One other caution
needs to be expressed concerning comparisons. Close comparisons
based on statistical indices are not only subject to the vagaries of the
start-up period, but may be affected by demographic, economic and
other factors. We have found it necessary to assess carefully the amelio-
rating or aggravating circumstances which, for a particular carrier,
may make a particular statistical comparison or ranking with other
carriers less meaningful than a general operational assessment.

In sending you this material at this time, I should like to observe
that frequent staff contact with carriers, together with current
operating data over the past 3 to 6 months, indicate a continuing
improvement in overall carrier performance that is encouraging and
that is not always readily apparent from the latest performance data
that is being systematically collected and periodically tabulated.

Sincerely yours,
ROBERT M. BALL,

Commissioner of Social Security.
I Subsequently received; appears at peW 302.
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5. Please rank each of tle carriers on the bdaie of the following factors,
giving die reqwstd information for each of them.

The following pages give a detailed response to each of the 16 sub-
farts of this question. The carriers are listed by individual service areawhen data are available for such areas), arranged alphabetically by
State. Where data are available only for the combined operations of
multi-State carriers, this fact is indicated in the table and the combined
data are presented at the end of the table.

Because some carriers have service areas which encompass only
parts of States, it may be desirable to identify the specific geographic
areas served. This can be done by refer -Ig back to the response to
question 1, previously furnished.

As is evident from the textual explanation accompanying the
answers to the sub-parts of this question, the ranking of the carrie..s in
connection with the data requested is a function of a large number of
variables which affect the performance of the carrier-some factors
are unique and apply only with respect to one carrier. The ranking
shown may not indicate superior or deficient performance, but the
presence of one or more factors outside the carrier's control which may
be present regardless of which carrier might have served in the area
Moreover, there is no known alternative index of performance which
would show how the given carrier's performance compares with poten-
tial substitute carriers.

A non-mathematical composite view of performance has been used
in the past to judge how well each carrier is meeting its contractual
obligations and we are now developing a master index of carrier
performance.

5. (a) Please rank each of the carers on the basis of ** * average
processing time from receipt of claim to certification of payment for the
most recent quarter jor which data is available.

Enclosed is a table listing, for each carrier service area, the process-
ing time in calendar days for paid bills at the 25th, 50th, and 75th
percentile. Data are presented in terms of bills (rather than claims,
as requested) because a claim may or may not include more than one
bill-and each bill may be processed separately and with different
processing times due to differences in type of services for which re-
imbursement is claimed, degree of completeness of information, and
other factors affecting the length of time it takes from the date of
receipt to the date of certification for payment. Carriers submit to
SSA summaries of the bills they certify for payment, and these pay-
ment records constitute the basis for the rankings.

Rankings are according to median processing time, in calendar days.
The median processing time was used instead of the mean time because
the latter may be strongly affected by even a few extreme values.

Carrier bill processing time is, in part, a function of the extent to
which the carrier has computerized its operations and the sophistica-
tion of the computer equipment. Another factor is the availability to
the carrier of trained personnel to process the bills received in relation
to the work volume. Still another factor is that relatively longer proc-
essing times may reflect a more thorough claims review process.
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Average Proce8sng .me from Carrier'8 Receipt of Bill to Certification
for Payment, April-June 1968, by State, aad Carrier Service Area

Processing time in calendar days
for paid bills_________________ Carriers

60th ranked
25th percentile 75th by

state Carrier percentile (median) percentile median'I

Alabama----------Blue Shield .......
Alaska------------Aetna.------------
Arizona... ...-------------- do.-----------
Arkansas----------Blue Shield .......
California......-------------.do...

Occidental.--------
Colorado.-------------.Blue Shield .......
Connecticut.-----------.Connecticut

General.
Delaware----------Blue Shield .......
District of Columbia.--------do....
Florida.......--------------.do-...........
Georgia-----------John Hancock-....
Hawaii-----------Aetna-.......
Idaho------------Equitable......
Illinois.---------------.Blue Shield-.......

Continental
Casualty.

Indiana.....-----------.Blue Shield .......
Iowa ---------------------- do ...........
Kansas.....-----------.B/S of Topeka ....

B8S of K.C., Mo..-
Kentucky----------Metropolitan .....
Louisiana----------Pan American .....
Maine------------Union Mutual-....
Maryland----------B/S of Maryland.. -

Dist. of Col. B/S..-
Massachusetts.--------.Blue Shield-.......
Michigan-------------do........
Minnesota------------do.......

Travelers-.........
Mississippi-----------do.. -....
Missouri.....-----------.Blue Shield-.......

Gen. American....--
Montana----------Blue Shield-........
Nebraska.-------------.Mutual of Omaha.
Nevada-----------Aetna-............
New Hampshire.-------.Blue Shield.....
New Jersey.-----------.Prudential.....
New Mexico.--------.Equitable......
New York.------------.B$ of Buffalo..---

B/S of N.Y.C .....
B/S of Rochester..-
-Metropolitan .....
Group Health-.....

North Carolina.--------.Pilot Life......
North Dakota.---------.Blue Shield-.......
Ohio-------------Nationwide .......

B/S of Cleveland.. -
Oklahoma---------Aetna........

Dept. of Welfare..-
Oregon-----------Aetna........
Pennsylvania-------Blue Shield-.......
Rhode Island.-------------do...
South Carolina.-------------do..
South Dakota.-------------do...

&ae footnotu at end of table, p. M.
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6.

21.
13.
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30.
15.
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5
7
6
7
0
4

12. 9(1)
14. 8
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7.4
7.6
(3)

14. 1

18. 8
13. 4
11.9

(3)
9.0

37. 8
15. 8
10. 9

22. 5
(3)

3. 1
2.9
(3)

17. 4
11.0
11.6
5.7

34.3
7.1
5.4

10. 9
(1)

21. 3
9.8

23. 3
(1)

7.3
44.8
15. 5
7.0
6.5
5.2
7.7

14.6
(3)

&64

36.
7.

10.
26.
17.
12.
37.
25.

1
4
2
60
5
8
1

15. 1(2)

21. 6
25. 6
13. 5
11.2

(3)
22. 0

29. 0
22. 9
23. 8

()
13. 2
46. 8
20. 5
14.6

30. 2
(3)

6.0
6.0
(1)

26. 9
14.2
15. 8
12. 2
47. 8
11.4
8.0

17. 0
(1)2& 6

14. 1
42. 6

(1)
10. 5
63. 4
23. 6
11.8
&8
7.4

23. 1
29. 6

(1)
&89

51. 1
13. 6
14. 6
39. 4
41.5
19. 0
54. 2
41.3

19. 5
(1)

32. 7
44. 0
24. 5
14. 5

(3)
41.3

48. 4
49. 0
56. 0

(3)
19. 4
62. 6
30. 1
20. 8

49. 3
()

11.6
15. 8

(3)
41. 91& 2
22. 0
26.2
77. 3
20. 9
11.3
27. 8

(1)
41. 7
19. 1
56 4

(3)
16. 0
79. 4
34.6
17. 812. 5
13 6
33. 5
55. 5

(e)
14. 9

51
4

10
43
30
17
52
41
25
(1)
33
42
20
12
(3)
34

48
35
39
(1)
19
54
31
24.

50
(3)

1

(1)
44
22
26
16
55
13
7

29
(1)
46
21
53(2)
11
57
38
14
8
4

36
49(3)
9
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Average Processing Time from Carrier's Receipt of Bill to Certification
or Payment, April-June 1968, by State and Carrier Service Area-
Continued

Processing time In calendar daysfor paid bills Carriers

80th ranked
26th percentile 76th by

state Carrier percentile (median) percentile median'I

Tennessee---------Equitable---------9. 7 14 4 23. 1 23
Texas------------Blue Shield.-.--.-----() e (8 ) ( 1 (1)
Utah --------------- do----------14. 26. 9 49. 4 45
Vermont-------------do----------34.3 47.8 77.3 55
Virginia-----------Travelers.---------3. 7 7. 3 22. 0 3

Dist. of Col. B/S-. 328.)8 34. (3)
Washingto -........ BlueShield-t.f Co.. ... - I 2 34.73
West Virginia-------Nationwide-------13. 1 21. 3 36. 7 32
Wisconsin---------B/S of Madison... 15. 2 16. 9 24. 8 28

B/S of Milwaukee. 14. 6 23. 5 51. 5 37
Wyoming----------Equitable---------4.3 7.7 10.7 6
Puerto Rico--------Blue Shield-------19. 7 24. 0 32. 8 40
Virgin Islands-------Mutual of Omaha. 11. 6 15. 8 22. 0 26
Railroad----------- Travelers.---------&6.8 12.7 25.0 18

SSA------------10.3 12.2 15.4 15

I' Inkinga based on the 67 carrier service ares for which medians are available.
I Data not available for this quarter.
3 Data submitted found to be incorrect; corrected data not available.
4 The claims operation of this carrier is decentralized on a county basis. The figure shown, however, Is a

composite of all experience within the State.

5. (b) Please rank each of the. carers on the ba•i• of* * * pro-
portion of claim. which SSA mut return for correction or change (orwhich SSA changes on its own) for the most recent quarter.

Enclosed is a table listing, for each carrier service area, the pro-
portion of payment records submitted by the carriers which SSA
has determined to be incorrect because they include "accounting
errors." The data apply to payment records processed by SSA in
the period June 28, 1968 to August 29, 1968.

Certain computer edits and validity checks are performed on pay-
ment records submitted to SSA by the carriers. Those errors fallin
into the following classes are referred to as accounting errors, anM
payment records including any of them are returned to the carriers
for correction:

(1) Incorrect claim number and/or name
(2) Beneficiary never enrolled in Part B
(3) Incorrect reimbursement amount
(4) Incorrect month of service
(5) Beneficiary not enrolled in Part B in months) of service
(6) Last expense month after month beneficiary died
7) Deductible not satisfied
8) Deductible over $50
9) Incorrect jurisdiction of Railroad beneficiary claim

(10) Blood charges with no prior query
Payment records which are found to include other errors which do

not reflect possible overpayments or underpayments are not returned
to the carriers and are excluded from the table.
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Proportion of Payment Records Returned to Carriers by SSA Becamse
of Accounting Errors, June 28, 1968, to Aug. 29, 1968

Percent ofpayment
records

with ac-
counting

State Carrier errors Rank I

Alabama ------------------- Blue Shield ----------------- 10. 0 65
Alaska --------------... .- Aetna ------------------- 2. 7 50
Arisona ------------------ do -------------------- 3. 8 56
Arkansas --------------- Blue Shield ----------------- 1. 2 34
California ----------------- do ------------------ 5. 8 60

Occidental ------------------. 6 13
Colorado ------------------- Blue Shield --------------- 1. 7 37
Connecticut ------------- Connecticut General --------- 3. 1 52
Delaware ------------------ . Blue Shield ---------------- 3. 2 53
District of Columbia ---------- do -------------------. 7 17
Florida ------------------- do ---------------.. 1. 0 30
Georgia --------------- John Hancock -------------.. 2. 0 41
Hawaii ---------------- Aetna ---------------------.. 1. 1 32
Idaho ----------------- Equitable------------- . 6 13
Illinois ---------------- Blue Shield ----------------. 9 28

Continental Casualty ..- ----- 1.9 38
Indiana --------------- Blue Shield ---------------- .8 26
Iowa --------------------------- do -------. 5 6
KansasB----------------lue Shield of Topeka------ 2. 6 49

Blue Shield of Kansas City, Mo_ (2) (2)
Kentucky ------------------ Metropolitan -------------- 3. 9 57
Louisiana -------------- Pan American ------------- 2. 2 44
Maine ---------------- Union Mutual --------------. 4 1
Maryland -------------- Blue Shield of Maryland ..... 1. 9 38

District of Columbia Blue .7 17
Shield.

Massachusetts ----------- Blue Shield --------------- 3. 7 \55
Michigan ----------------- do ----------------- 12. 4 66
Minnesota ----------------- do -------------------. 9 28

Travelers -----------------. 4 1
Mississippi ---------------- do -------------------. 6 13
Missouri -------------------- Blue Shield --------------- 6. 0 61

General American ----------- 2. 1 43
Montana --------------- Blue Shield --------------- 1. 3 35
Nebraske -------------- Mutual of Omaha ------------. 5 6
Nevada --------------- Aetna-------------------4. 0 58
New Hampshire ---------- Blue Shield --------------- 9:7 64
New Jersey ----------------- Prudential -----------------. 4 1
New Mexico ------------ Euitable -------------------. 7 17
New York -------------- Blue Shield of Buffalo---------. 5 6

Blue Shield of New York City. .5 6
Blue Shield of Rochester ..... . 7 17
Metropolitan-------------- 2. 2 44
Group Health --------------. 6 13

North Carolina ----------- Pilot Life ----------------- 1. 0 30
North Dakota ----------- Blue Shield ----------------. 7 17
Ohio ------------------ Nationwide --------------- 7. 8 63

Blue Shield of Cleveland ----- 2. 0 41
Oklahoma ------------------ Aetna ----------------------- 2. 2 44

Department of Welfare- -.-.-- 2. 3 47
Oregon ---------------- Aetna ------------------- 2. 7 50
Pennsylvania. ----------- Blue Shield --------------- 7. 3 62
Rhode Island --------------- do ------------------ 1. 1 32
South Carolina -------------- do -------------------. 7 17
South Dakota -------------- do ------------------ 1. 9 38

Sw footnotes at end of table, p. 288.
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Proportion of Payment Records Returned to Carriers by SSA Became
ofAccounting Errors, June 28, 1968, to Aug. 29, 1968-Continued

Percent of
payment

records
with so-
counting

state Carrier errors Rank'

Tennessee.------------------.Equitable..-----------------. 7 17
Texas-----------------Blue Shield----------------- 7 17
Utah --------------------. do------------------1.4 36
Vermont........--------------.----do. ..-------------------. (8) (1)
Virginia---------------Travelers. ..-----------------. 8 26

District of Columbia Blue .7 17
Shield.

WashingtonI..------------Blue Shield...---------------. 2. 4 48
West Virginia.---------------.Nationwide---------------4. 1 59
Wisconsin--------------Blue Shield of Madison-.-----.& 4 54

Blue Shield of Milwaukee .... . 4 1
Wyoming... ...-------------- Equitable_....---- -. 5 6
Puerto Rico-------------Blue Shield----------------. 3 35

iIslands------------Mutual of Omaha.- - .5 6
------------ Travelers.. ..----------------- .4 1

SSA----------------------.5 6

I Rankings based on 6 carrier service areas.
SData for Blue Shield of Missouri Includes data for area services by this carrier in Kansas.
$ Data for New Hampshire and Vermont are combined.
'Due to computer difficulties, only preliminary data available for Aut 2-28,I1908. Thens data show an

accounting error rate of .5 percent for this carrier, based on over 178,000 payment records processed in the

'UThe claims operation of this carrier is decentralized on a county basis. The figure shown, however, is a
comoosite of all siperlenoe within the State.

5. (c) Plase rank each of the carriers onthebasisof *** propor-
tion of claims pending over $0 days old for modt recent quarter.

The enclosed table presents a listing for each carrier service area,
of bills pending over 30 days, the ratio of clearances to receipts, and the
number of weeks of work on hand. While the latter two items were not
requested, it seems appropriate to include these additional performance
indicators to assist in an evaluation of tha extent to which carriers are
managing their workloads.

Data have again been furnished in terms of bills rather than claims,
as requested, since each claim may include several bills-each of
which is processed separately and perhaps differently due to the variety
in type of services for which reimbursement is claimed, degree of
completeness of the bill and other factors affecting processing time.
Thus, one bill may be processed in less than 30 days, while another-
part of the same claim-may take over 30 days to process. It should

e noted that a short-term increase in bill receipts tends to lower the
proportion of bills pending over 30 days because it increases the rela-
tive number of "new" bills on hand. (Put another way, it reduces the
average age of the pending workload.)

The ratio of clearances to receipts is an expression of the carrier's
ability to keep bills from backlogging in the period being studied.
Since it is expressed as a percentage, a figure of over 100.0 represents
a reduction in pending loads. Conversely, a lower figure constitutes
an increase in bills on hand at the end of the period. Clearly, there will
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be times when the carrier cannot be expected to reduce its pending
load. This occurs particularly at seasonal peaks such as early in the
year (when bills are usually submitted in bunches until the deductible
requirement is first met), or after epidemics.

Weeks of work on hand at the end of the period is a measure of the
carrier's total backlog of cases relative to other carriers. It is computed
as the product of the number of bills pending at the end of the period
and the number of work weeks in the period, divided by the number
of bills cleared in the period.

The data on bills pending over 30 days and on the number of weeks
on hand are based on carriers' performance in June 1968. The data on
the ratio of clearances to receipts are based on carrier operations for
April through June 1968.
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5. (d) Please rank each of the carriers on the basis of * * * admini8-
trative codt per daim handled (dollar amount, not pr'oportion of benefit) for
modt recent quarter.

The enclosed table presents the average (mee.n) cost per payment
record processed by each carrier in the fiscal year ending June 30, 1968.
As stated in previous questions, a payment record is a summary of one
paid bill for services covered by the program. Data are presented for the
fiscal year rather than for a calendar quarter so as to minimize the
effects of seasonal and short-term variations in administrative costs in
the comparison among the carriers.

The data exclude from the unit cost computation the number of bills
processed by the carriers for which no payment was made (because of

ailure to meet the deductible requirement, nonenrolled status, ex-
haustion of benefits, etc.). However, there is no evidence to indicate
that the proportion of no-payment bills processed varies significantly
from carrier to carrier. Therefore, the unit costs shown in the table
overstate somewhat, the average cost of handling a claim but by about
the same proportion for each carrier.

Variations in administrative costs among carriers were larger during
the initial year of operations (when there were comparatively large
differences in one-time costs incurred for recruitment and training of
personnel, systems development, and EDP programing) than during
the second year. Some one-time costs, however, were incurred in fiscal
year 1968 in connection with improvements in operations. For exam-
ple, a company may have automated its Medicare operations because
the workload increased to the point where automation has become
feasible, or a carrier may have converted from one computer system to
a more sophisticated one to secure longer term cost reductions although
costs may have been increased in the year of change.

Other variations in unit costs relate to normal differences in costs of
doing business in various sections of the country. There are differences
in the labor market in various cities in which carrier Medicare opera-
tions are based and differences in local wage scales. For example,
there is a difference of approximately 70 percent between the lowest
and highest average salaries of one carrier for the same job in different
service areas.

In addition, a significant factor accounting for differences in unit
costs is the size of Medicare operations. The largest carrier for
example, has a workload about 46 times greater than the smallest.
(This calculation was based on the number of payment records pro-
cessed in the first 9 months of fiscal year 1968 as reported by the
carriers.) Experience hasshown that a higher volume of work generally
permits a lower unit cost. Specifically, larger companies can feasible
use more sophisticated EDP and other accounting equipment, which
usually produce a lower unit cost. There is, as could be expected, a
statistically significant negative correlation between administrative
cost per payment record processed and productivity per man-year,
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(That is, generally speaking, the higher the average of cases processed
per carrier employee in a given period of time, the lower the adminis-
trative cost per bill processed.)

Carrier costs vary somewhat depending upon the ratio of assigned to
unassigned medical bills. Staffs of doctors' offices are more experienced
than beneficiaries in filling out Medicare forms. Thus, assigned bills
generally have fewer errors and are less expensive to process than
unassigned bills. Of course, where carriers do adequate jobs of ex-
plaining Medicare to medical secretaries and other in the medical
community, the percentage of claims requiring additional information
in order to complete bill processing is significantly reduced further, but,
of course, these carriers have the cost of professional contacts.

Another factor is the character of the service area. For example,
some carriers have multi-State service areas which are not contiguous.
Other carriers have a single, discreet service area which-other things
being equal-tends to produce lower unit costs.To some degree, variations in cost per claim may also reflect a more
extensive claims review on the part of some carriers, including the ap-
plication of more effective utilization safeguards. Some companies
were better equipped initially, in terms of their systems and machine
capability, to perform a higher quality job at the beginning of the
program. For example, development of physician profiles and their
application in determining reasonable charges signficantly affect cost.
At the outset, some carriers had the capability to implement this con-
ce pt in reimbursement more rapidly than other companies, while
other carriers incurred substantial one-time costs in establishing the
more sophisticated systems required to develop information with
respect to physicians' charges.

Each carrier files a quarterly cost report with the Social Security
Administration. Comparisons are made among companies following
submission of their periodic cost reports, and SSA attempts to deter.
mine the reason for significant variations in unit costs. Cost differ-
ences are discussed with the companies to determine what remedial
actions may be undertaken to reduce unduly high costs.

I
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Average adminisetrative coot per payment record proceed, by carrier,
fiscal year 1968

state Carrier

Alabama.-----------------.Blue Shield-...............
Alaska.-------------------.Aetna-...................
Arizona.... ...-----------------. do-...................
Arkansas.....-------------.Blue Shield-...............
California.------.do$--------------S...................

Occidental ----------------
Colorado.....-------------.Blue Shield I ..............
Connecticut.....-----------.Connecticut General .......
Delaware.. ..-------------...Blue Shield.---------------
District of Columbia.------------.do-...................
Florida........-----------------.do ..................
Georgia.. . ..-------------- John Hancock ............
Hawaii... ...-------------- Aetna ...............
Idaho......---------------.Equitable ...........
Illinois---------------Blue Shield...........

Continental Casualty-......
Indiana.. ..--------------...Blue Shield-.......
Iowa ---------..---------------- do..............
Kansas....----------m.----.Blue Shield of Topeka I

Blue Shield of Kansas
City, Missouri.

Kentucky.----------------.Metropolitan .............
Louisiana-------------Pan American-......
Maine---------------Union Mutual.........
Maryland.----------------.Blue Shield of Maryland.-.

District of Columbia
Blue Shield.

Massachusetts----------Blue Shield...........
Michigan ---------------- do..............
Minnesota.-----------.......- do.................

Travelers..----- _.--------
Mississippi.--------------do ..................
Missouri..------------- Blue Shield ...............

General American------
Montana.---------- ---. Blue Shield-----------
Nebraska.------_---------.Mutual of Omaha.---------
Nevada.. . ..-------------- Aetna-....................
New Hampshire...--------.Blue Shield-...........
New Jersey.----_--------.Prudential......-----------
New Mexico -------------. Equitable................
New York.------_----Blue Shield of Buffalo ------

Blue Shield of New York
City.

Blue Shield of Rochester...
Metropolitan---------
Group Health.-------------

North Carolina---------Pilot Life-.......
North Dakota----------Blue Shield-----------
Ohio ---------------- Nationwide..........

Blue Shield of Cleveland...-
Oklahoma------------Aetna --------------

Department of Welfare .....
Oregon--------------Aetna......
Pennsylvania----------Blue Shield-...............
Rhode Island-------------do -------------
South Carolina------------do..
South Dakota-------------do.............
Tennessee------------Equitable............
Texas---------------Blue Shield...........

See footnotes at end of table, p. 295.

Unit cost
(in dollars)

3. 36(2)
(2)

3. 12
2. 63
3. 68
3. 67
2. 52
6.14

(1)
2. 74
5.81(2)

(3)
4.34
3. 26
3. 47
3. 32
3. 75(2)

4.9
3. 82
4.07(3)

3. 07
3.01
4. 32

(1),2)

(3)

(2)

2. 66
(1)

5.06
& 29

3. 94(2)
4.60
& 33
3. 86

(2)
3. 76

(2)
2.54

(1)
2.33
3.14
& 10
a 68

(2)
a 76

Rank I

22
---------.

---------- 12
4

29
27
2

51

50
----------

45
18
23
20
33

----.-----

36
42

10
8

43
--.-.--...

.----.---..

25
30

48
19
40

46
21
38

3

1
1311
28

34
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Average administrative cost per payment record processed, by carrier,
fiscal year 1968-Continued

Unit cost
State Carrier (in dollars) Rank I

Utah ------------------- do ------.------------ 3. 57 26
Vermont -----------------.----- do-. ------------------ ) ------ --
Virginia ------------------ Travelers .................

District of Columbia Blue
Shield.

Washington .------------- Blue Sheild --------------- 3. 75 32
West Virginia ------------- Nationwide --------------- ()
Wisconsin ---------------- Blue Shield of Madison .... 3. 84 3i

Blue Shield of Milwaukee.._ 3. 96 41
Wyoming ----------------- Equitable ---------------- - () ----------
Puerto Rico -------------- Blue Shield -------------- 2. 75 7
Virgin Islands ------------- Mutual of Omaha ------------- () -------
Railroad ----------------- Travelers ----------------- 3. 25 17

SSA --------------------- (1) (1)
Aetna .------------------- 3. 06 9
District of Columbia 4. 33 44

Blue Shield.7
Equitable I --------------- 3. 48 24
Blue Shield of Kansas 5. 32 49

City, Mo.'
Metropolitan 10 ------------ 3. 23 16
Travelers (except RRB)'I... 3. 14 14
Mutual of Omaha .------- 3. 21 15
New Hampshire-Vermont 3. 74 31

Blue Shield.
Nationwide Is -------------- 3. 68 39

1 Rankings based on 51 carriers, counting Travelers' service of railroad retirement annuitants as a
separate entity.

3 Data for separate components of multi•state carriers not available; unit Costs for total operations of
such carriers are shown at end of table.

I Preliminary data.
4 The claims operation of this carrier is decentralized on a county basis. The figure shown, however, is a

composite of all experience within the State.
I Not applicable.

Aetna has separate service areas in Alaska, Arizona, Hawaii, Nevada, Oklahoma, and Oregon.
I District of Columbia Blue Shield has separate service areas in the District of Columbia, Maryland, and

Virnia.
r• quitable has separate service areas in Idaho, New Mexico, Tennessee, and Wyoming.
Blue Shield of Kansas City, Mo., has separate service areas in Kansas and Missouri.

10 Metropolitan has separate service areas In Kentucky and New York.
"1 Travelers has separate service areas in Minnesota, Mississippi, and Virginia.
It Mutual of Omaha has separate service areas in Nebraska and the Virgin Islands."s Nationwide has separate service areas in Ohio and West Virginia.

6. (e) Please rank each ol the carriers on the basis of * * * propor-
tion of claims returned to the claimant (or to the provider of the service)
with questions or requests for additional information for most recent
quarter.

The enclosed table lists, for each carrier service area, the proportion
of bills requiring additional development (i.e., securing further infor-
mation or documentation upon which to base an adjudication of the
claim for reimbursement). Data on bills, rather than claims, are
furnished.

The proportion of bills requiring additional development is an
indicator of the frequency with which carriers must undertake extra
handling of -bills to complete their processing. The carriers have been
ranked as requested. Submission of incomplete or incorrect bills by
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patients or physicians and other suppliers of covered services cannot
e cited as necessarily a fault of the carrier. However, with respect to

those claims forms completed in physicians' offices, carriers can, to
some extent, reduce the number :f such bills by mounting an effective
professional relations program. On the other hand, the data for some
carriers may show a proportion of bills requiring additional develop-
ment which is relatively high because they do a more thorough job of
claims review (as a result of which they identify and report a higher
than average proportion of bills requiring additional development).

It should be noted that, be ninng November 1967, carriers were
instructed to secure any required additional information or documenta-
tion through their own efforts in lieu of returning incomplete bills to
claimants. However, the carriers are still required to maintain an
inventory of such cases.

Proportion of carrier receipte for' which additional information or
documentation mu8t be obtained before adjudication, Apil-June
1968

Bills requiring additional
development

State Carrier Percent Rank I

Alabama------------- Blue Shield --------------- 2. 4 9
Alaska --------------- Aetna -------------------- & 8 36
Arizona ----------------- do ------------------ 9. 8 46
Arkansas ----------------- Blue Shield --------------- 2. 0 6
California --------------- do ------------------ 1. 0 2

Occidental ---------------- 11. 0 54
Colorado ----------------- Blue Shield --------------- 6. i 20
Connecticut --------------- Connecticut General ------- 4. 9 17
Delaware ----------------- Blue Shield --------------- 9. 3 39
District of Columbia ----------- do ------------------- 11.4 55
Florida ----------------------- do ------------------- 20. 6 68
Georgia -------------- John Hancock ------------ 2. 3 7
Hawaii -------------- Aetna -------------------- 9. 5 42
Idaho -------------------- Equitable ---------------- 9. 7 44
Illinois--------------- Blue Shield --------------- 7. 1 28

Continental Casualty ----- 4. 5 16
Indiana ------------------ Blue Shield --------------- 3. 0 12
Iowa -------------------------- do ------------------- 8. 7 35
Kansas ------------------- Blue Shield of Topeka ..... 6. 4 22

Blue Shield of Kansas City, 10. 2 51
Missouri.

Kentucky ---------------- Metropolitan ------------- 4. 1 14
Louisiana ------------- Pan American ------------- (2) (2)
Maine ------------------- Union Mutual ------------ 6. 6 24
Maryland ---------------- Blue Shield of Maryland.._- 10. 0 50

District of Columbia Blue 8. 8 36
Shield.

Massachusetts ------------ Blue Shield --------------- 1.7 4
Michigan ---------------- do ----------------- 11. 6 56
Minnesota --------------- do ------------------ 9. 4 41

Travelers ----------------- 11. 6 56
Mississippi --------------- do ------------------ 7. 2 29
Missouri ------------- Blue Shield --------------- 10. 2 51

Gen. American ------------ 9.9 48
Montana ----------------- Blue Shield --------------- 12.7 60
Nebraska ----------------- Mutual of Omaha --------- 10. 2 51
Nevada ------------------ Aetna -------------------- 6. 2 21

See footnotes at end of table, p. 297.
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Proportim of carrier, receipts for, uwhih additionl infoilmetion om,
doounientationi must be obtained before adjudication', Apri,-,une
196'8.-Continued

Bills requiring additional
development

State Carrier Pereent Rank I

New Hampshire ----------- Blue Shield --------------- 7. 2 29
New Jersey ............... Prudential ....... ....... 168.0 66
New Mexico .............. Equitable ---------------- 19. 3 67
New York --------------- Blue Shield of Buffalo-.. 3. 7 13

Blue Shield of New York 9.0 38
City.

Blue Shield of Rochester. 12. 4 59
Metropolitan --------------. 0 19
Group Health ------------- 6. 7 27

North Carolina ------------ Pilot Life ------------------ 9. 5 42
North Dakota ------------- Blue Shield --------------- 9. 7 44
Ohio ------------------- _ Nationwide --------------- 4. 2 15

Blue Shield of Cleveland...- 13. 3 62
Oklahoma -------------- Aetna -------------------- 15.2 65

Department of Welfare ---- 1. 1 3
Oregon-. ----------- Aetna ---------------_-- 12. 1 58
Pennsylvania ---------- Blue Shield --------------- 13. 3 62
Rhode Island ------------- do ------------------ 2. 3 7
South Carolina ------------ do ------------------ 6. 6 24
South Dakota ------------------ do ------------------ 8. 0 31
Tennessee ------------ Equitable ---------------- 8. 6 34
Texas -------------------- Blue Shield --------------- 6. 5 23
Utah --------- ---------- do ------------------ 9.3 39
Vermont ----------------------- do ------------------ & 1 32
Virginia ------------------ Travelers ---------------- 6. 6 24

District of Columbia Blue 8. 3 33
Shield.

Washington I -------------- Blue Shield --------------- 12. 8 61
West Virginia ------------- Nationwide --------------- 2. 5 11
Wisconsin ------------- Blue Shield of Madison ..... 9. 9 48

Blue Shield of Milwaukee-.. 13. 3 62
Wyoming -------------- Equitable ---------------- 9. 8 46
Puerto Rico----------- Blue Shield --------------- 2.4 9
Virgin Islands ---------- Mutual of Omaha --------- . 9 1
Railroad ------------- Travelers-_--,.----I.------ 5. 7 18

SSA --- ----------------- 1.7 4

1 Based on the 05 carder service areas for which data are available for the quarter.
I Data not reported for the April-Ju 1968 quarter. However, the proportion of bills requiring additional

development in July 1968 was 3.8 percent.
I The claims operation of this carrier is decentralized on a county basis. The figure shown, however, Is a

composite of all experience within the State.

5. (f) Please rank each of the carriers on the ba~si of * * * proportion
of claims which beneficiaries appealed and the disposition of 8se'h cases
for calendar 1967.

Enclosed is a table which presents, for each carrier service area,
the proprotion of total claims processed in which informal reviews
were requested, the proportion of informal reviews which were sus-
tained, the proportion of sustained informal reviews in which fair
hearings were requested, and the proportion of fair hearings which
were sustained. Complete data for the first half of calendar year 1967
were not collected so that information for fiscal year 1968 is presented
instead of data for 1967.

85-719 0-70----20
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The only ranking shown is for the proportion of total claims proc-
essed in which informal reviews were requested. The data are ranked
showing the lowest proportion of informal reviews as the first rank.
The proportion reviewed reflects not only dissatisfaction with carrier
determinations but also ease of access to review provided by the
carrier and percentage of claims which are derived or reduced which,
to some degree, reflects quality of claims review.

If the carrier is not doing an effective job of claims review, the
claimants might have relatively few complaints about reasonable
charge determinations or the amounts reimbursed. Thus, relatively
few informal reviews would be requested, and the carrier would
experience a low proportion of informal reviews.

K
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5. (g) Please rank each of the carriers on the basis of * * * proportion oJ
cases where sutbmitted physician charges were higher than carrier-deter-
mined reasonable charges for the most recent quarter.

For each geographical area within. which the concept of prevailing
charges is applied, give the number of the eight most frequently reimbursedl
services which have been changed in the period from October 1, 1966 to
April 1, 1968. By how muich ?n each area and when?

The determination of "reasonable" charges under Medicare is the
responsibility of the Nation's carriers to whom bills for services underthe sup)lementary medical insurance program are sent, for payment.
Carriers operate under*agreement with the Secretary of health,
Education, and Welfare, and use guidelines issued by the Social
Security Administration in determining reasonable charges under
the program.

The enclosed tables present preliminary data from bills paid by
carriers for a 5-percent sample of beneficiaries who received services
under the SMI program and who met the $50 annual deductible. The
bills are sent, to SSA after payment. They are coded, l)unched, and
tabulated to compile statistics for program evaluation p)urposes.

The tables show the number of services billed, the proportion ofservices where the reasonable charge (the charge allowed by the carrier)
was less than the total charge (the charge billed by the physician),
the average total charge per service, and the percent reduction from
total to allowed charges. Figures are l)resented for all services and for
individual broad categories of type of service, i.e., medical care,
surgery, consultation, anesthesia, etc. The tables are based on bills
received and processed into SSA records by the beginning of September
1968. Data are presented by date of service and not the date of pay-
ment of the bill.

Table 1 presents comparative national data for bills for services
rendered in four six-month periods--the second half of 1966, the first
half of 1967, the second half of 1967, and the first half of 1968. able
2 presents data for individual carriers for the last two of these six-
month periods in order to focus primarily on carriers' "current"
activity in establishing reasonable charges.

The figures in Table 1 show a consistently ul)ward trend in both the
percent of services where the charge allowed was less than that billed
y the physician and the percent. reduction from average total charge

to average reasonable charge. However, because of delays associated
with submittal of bills to carriers by l)hysicians and beneficiaries, and
because of normal lags in carrier and SSA processing, the tabulated
figures represent a far smaller proportion of a 1 services rendered in the
first half of 1968 than to the bills for the last half of 1967.

In fact, the services tabulated for 1968 represent only 30-35 percent
of the services tabulated for earlier periods. These data are being re-
tabulated. It is expected that the figures for 1968 will change more
substantially than those for earlier periods although the trend is not
likely to change.

The underrepresentation of bills for services rendered in 1968 is
especially important when examining and interpreting the figures for
individual carriers in Table 2. Since the numbers are much smaller for
individual carriers, they are subject to much larger changes as the
completeness of reporting increases.



The figures in Table 2 show that both the percent of services for
which the charge was reduced and the percent reduction in average
total charge was higher for most carriers in the first six months of 1968
compared with the last six months of 1967. However, there are many
carriers with different patterns, i.e., no change or decreases in the
percent of changes between the two successive six-month periods being
examined. In addition, the percent reduced, whether related to services
or charges, varies significantly among individual carriers.

The figures in the enclosed tables cannot be used as definitive meas-
ures of carrier performance in determining "reasonable" charges. A
wide variety of factors that are not self-evident contribute to the
differences shown. Generally, for example, assigned bills are sent in
for reimbursement earlier than unassigned bills and are probably less
likely to be reduced. The latter may consist typically of small bills
which the patient holds until they are cumulated to over $50, or until
the end of the year. The bills for which a doctor accepts assignment
may be a bill or a single expensive procedure such as surgery, con.
sultation or anesthesia. Thus, the "mix" of bills received for 1968 most
likely includes a higher proportion of assigned bills than the figures
tabulated for July-December 1967.

Differences in carrier operations and physician practices over timemay also be reflected in the figures shown in the tables. Both carriers
and physicians may have reached a better understanding of the
"reasonable" charge concept or the level of charges accepted by physi-
cians may reflect their previous experience under widely held private
coverages of the carriers, so that the frequency of bills for which the
charges were greater than that defined act "reasonable" would tend
to diminish. At•the same time, a change in the level of customary
charges introduced by the physician, or a more rigorous application
of the guidelines by the carrier would act to increase the number of
services for which charges are reduced. The figures shown in the tables
thus result from the total interaction of the patterns of physicians'
charges and carrier performance and cannot be interpreted without
further knowledge of both these factors.

It should be clearly noted that the data in the enclosed tables
cannot be equated to physicians' charges or fees, nor can they be
used to measure changes in fees during the period covered by the
report. The data are grouped broadly by "type of service." Each
"type of service" includes a wide variety of specific procedures from
the very complex and expensive to the very simple and inexpensive.
For example, "surgery" includes such diverse procedures as complex
cardiac operations, cleansing and suture of a small laceration, or a
proctoscopic examination. The average total charge for all services
or for various types of service is determined by the level of charges
for 8pecific procedures and by the frequency with which they are
represented in the data. Such a change in the "mix" of specific pro-cedures in the data may explain the fact that the average total charge
for surge appareiitly declined for the first three of the time periods
shown in labe1I aii then increased. To measure changes in physician
fees over time, dat. for the same procedure are required. Such data
are being compiled. d will be made available shortly.



Table 1 - Medicare: Number and percent of services where allowed charge less than total charge and per
from average total to average allowed charge by type and date of service, July 1966 - June 1:

[Preliminary data based on 5 percent sample bills processed through August 1968 J

Type of
Service

all Services I/

Medical Care
Surgery
Consultation
Diagnostic X-ray
Diagnostic Laboratory
Anesthesia
Assistance at Surgery

Percent
Where

Number of Charge
Services- Reduced

July - December 1966

Average
Total

Charge

2,292.547 .ad% $UI9f

1,806,118
67,451
23,490
77,852

246,973
16,617
4,935

3.8
6.9
6.8
3.2
3.2
7.0
6.4

6.82
136.10
20.15
14.74
5.42

56.48
60.47

Average
Allowed

Charge
$,11.31

6.68
131.76
19.24
14.49
5.32

55.32
58.35

Percent
32duction

2.1
3.2
4.5
1.7
1.9
2.1
3.5

Jenu
Percent
Where

Number of Charge
Services Reduced

,813.292 4.A2

2,202,416
73,988
28,667
95,640

328,165
17,143
5,235

4.0
7.6
8.1
3.1
3.5
7.8
9.0

All Services j

Medical Care
Surgery
Consultation
Diagnostic X-ray
Diagnostic Laboratory
Anesthesia
Assistance at Surgery

Jay,
656.14,9 6.A

July - December 1967

2.416.619 id%2 $#JIDA $AMD1.
1,897,582

56,912
25,815
77,430

286,236
11,854
3,668

4.8
8.8

10.8
4.2
4.6

10.7
11.6

7.00
120.47
21.56
14.32
5.30

58.18
66.69

6.82
115.94
20.23
13.99
5.35

56.26
63.02

2.6
3.8
6.2
2.3
2.7
3.3
5.5

664,925
21,865
9,603

33,385
95,879
5,425
1,855

6.2
11.4
13.2
5.6
6.5

13.4
11.9

j/ Includes miscellaneous services such a" rental of durable medical equipment and mbulance services not shown separate
Department
Social -
Office of
Decembov'

0



percent of services where allowed charge less then total charge and percent reduction
average allowed charge by type and date of service, July 1966 - June 1968

7 data based on 5 percent ample bills processed through August 1968 )

July - December 1966
Percent
Where

Number of Charte
Ser es duce

JnUary - June 1967

Average
Total

Charge

2.i1L.2• 4.2_ 4.L"

2,202,416
73,988
28,667
95,640

328,165
17,143
5,235

4.0
7.6
6.1
3.1
3.5
7.8
9.0

6.96
131.08
21.42
14.53
5.44

58.64
65.70

Ave rage
Allowed

C10.84

6.80
126.29
20.32
14.29
5.32

57.25
62.17

July - December 1967

4". $LLU Wi
7.00

120.47
21.56
14.32
5.50

58.18
66.69

6.2
115.94
20.23
13.99
5.35

56.26
63.02

2.6
3.8
6.2
2.3
2.7
3.3
5.5

JanuarY - June 1968

6L56149 6.JA $.JL
664,925
21,865
9,603

33,385
95,879

5,425
1,855

6.2
11.4
13,2
5.6
6.5

13.4
11.9

7.67
143.22
24.11
14.45
5.93

62.90
65 .10

U&1.90
7.46

137.98
22.52
14.05
5.70

60.55
61,74

:aIl of durable umdical equipment and ambulance services not shown separately.

Department of Health, Education and Welfare
Social Security Administration
Office of Research and Statistics
Decemb.' 1968

Average
Total
Charge

Average
Allowed
Chst~e

Percent
ptduction

6.82
136.10
20.15
14.74
5.42

56.48
60.47

6.68
131.76
19.24
14.49
5.32

55.32
58.35

2.1
3.2
4.:)

1.7
1.9
2.1
3.5

Percent
Reduction

2.3
3.7
5.1
1.7
2.2
2.4
5.4

3.2

2.7
3.7
6.6
2.8
3.9
3.7
5.2



Table 2 * aodleareo Total neWdi0r of *erv1e, pOercnt where allowed ehArge leas than total charge, average total charge and percent reduction -

SLUL
*Albe

fet e1 $ DiTLIUSe, 63U*., of
ammao Md kILA o| eAm

All San

where

hrow
Awereg lUber
total Peteent of
_hars n" AM;

Paeent ar

whene Average
charSe total
Ali" beAIAL

Percent
Niuber where Averag

Perewet of charge totea
"m ,usr r eue*d hars

t•irLLminary date based on 5-.

, C¢9aulta
Percent

go twuber votre
. Percent of charge
&_ nuieldUevicesLIreduced

hSao etaus (5/1)
July-Domemr 1967
Jlumayr.Jim 14I

bbuh. (hale of 0Cub)

Jamary-Jwm 9I4
Nemee (3/6)

Ju•v.kDmoie 1967
Jamutpjume 1944

July-INohm I"?
Jeinr-Jwms 1g8

-YSS" (WI)
myboo-im 1947
Jummysko 9I44

Jceftuy.m 1967

Ju1v.bsvpje, 1IMVJast aw (instum16 de)

md. 0,IlConiM les iTfe)
Myu1ooomw 1I"7
JeinqT-Jwme 1946

sl Cmlonl (in1(/6)
Jouymsen~m 1967

jad•011eldm IN9

Jllc -Jde Som6)J13• ,stw 194e)
JulymelbIn 1N9
jemu Jn 1914

neo"& (UquItee

J91p7hu00 1947W

A ew vem 3 IOU

JdPobe 1947

jamsul"ime 1946
July-Sember 1967

jawmaveuwooto"

haa*aJcow 1967
us (9m SuOe" )

J'= 8-we) 19
JinmveJue I1946
Jmm Jime 19mImiusimme(%a /1)

Jul, 7 Iftew 1067

Jmmiuyujme IWO

ttlame (13/6)

Jdmrrtm' is"

Je•~s 194?

(o•seONhu tsleWelfare)

JulypSemee 1967

IN" (WO)
JawmwyeumINT

JeircT-Jwe 1946
JVpsieg ( INl

Wo(8pitabl,)
Judly-Sabo t?

11,119 1.61 9 S.02 1.9 9,04 1.67. 5.16 1.91 134 9.7 $132.92 2.2. 46 19.6%
5.343 2.6 6.13 1.4 4,090 2.7 5.50 1.3 7 9.3 121.75 1.6 4/ V

30.5s0 0.7 6.34 1.2 23,127 0.5 5.45 D.6 731 2.7 99.13 1.2 IS0 1.3
10,631 2.1 11.16 1.2 7,620 2.3 6.16 0.8 269 5.9 153.30 1.6 too 2.0

329,67 0.1 7.73 0.5 24,334 0.6 5.24 0.6 361 1.46 112.55 0.5 143 1.4
120.s4 0.2 6.46 6.5 10,35 0.2 S.36 0.2 2m0 1.4 131.38 0.3 33 0.0

5,316 2.4 10.4? 2.1 4,491 2.3$ .39 1.4 144 10.4 120.13 3.6 66 0.0
2,522 4.4 11.73 1.1 2,04 3.9 6.68 0.9 9t 7.7 127.93 1.3 50 32.0

17,616 4.6 12.21 2.6 13,991 4.4 7.54 2.1 557 6.1 1240.4 3.0 31(7 3.6
53136 S. 13.95 5.0 3,750 4.5 6.00 2.4 173 16.6 134.16 10.1 76 13.2

is,69 14.3 12.99 5.4 11,001 16.1 1.73 5.3 50" 13.6 127.19 6.8 241 7.9
5,109 13.0 13.05 4.5 4,046 t4.1 10.00 5.0 16 o14.4 147.46 4.2 113 4.4

19,599 05 o 6.74 0.2 14,605 0.5
6,t70 0.2 9.46 0.3 4,%3 0.1

5.56 0.2 411 1.0 126.19 0.3 191 0.0
6.120 0.0 15 4.4 130.70 0.9 l1 0.0

54,414 2.4 0.65 0.7 45.415 2s5 5.44 1.1 o .t45 0.6 106.52 0.2 389 2.1
1465 i' .2 10.59 1.2 20,206 2.0 6.36 1.3 G6o 1.9 137.12 0.7 142 0.7

19,93 0.? 1,63 1.3 17,244 0.2 5.64 0.2 347 12.0 133.21 3.1 114 2.6
4,549 1.5 10.13 0.9 5,649 0.9 6.15 0.3 147 10.2 149.20 1.5 59 1.7

3,6424 0.3 9. 3 0.4 30,939 0.2o G.t 0.7 64 0.7 120.45 0.4 262 0.0
22,"91 0.4 10,16 0.3 1.315 0.2 6.81 0.2 501 0.6 126.21 0.4 141 0.0

83,294 1,4 12,94 1.4 59,367 1.4 6.68 . 1.1 ,371 5.6 133.85 2.1
493 22 ,17.55 2.3 264 3.2 10.54 1.6 A• A / 4/ A/

1,206 0.7
Y 1/I

41,714 o 2.1 .05 1.1 35,971 2.2 5.74 1.1 616 3.2 131.20 1.3 326 0.6
13,434 3.3 6.54 1.4 l 11,sts S.4 4.36 1.4 170 5.9 140.42 0.9 75 2.7

54,043 1.7 6.32 1.I 43,186 1.7 5.32 1.9 1,174 4.4 125.15 1.3 51 o0.6
23,422 2.0 9.6s 2.1 16,360 2,2 5,90 2.7 502 4.6 147.04 1.6 206 0.0

22,379 0.6 10.04 0.6 11,370 0.6 64.4 0.5 476 2.3 145.23 1.0 $1 1.2
7.69 0,7 1i.50 1.1 6.410 0.7 7.04 1.4 154 3.2 192.42 1.0 44 2.3

12,744 0.4 6.12 0.5 s 1,712 0.5 5.45 0.2 515 1.6 95.33 1.3 272 0.7
6,929 1.4 9.15 1.6 5,426 1.5 6.18 0.3 241 2.9 67.59 2.5 25 0.0

29,370 2.3 6.44 1.3 1 2,12 0 2.2
7,780 3.2 9.57 2.5 6,118 3.1

30.503 1.1 7.44 0.6 25,399 1.0
10,979 56 6.6l 2.6 9,037 5.5

4.43 1.3 450 6.4 131.82 1.7 201 2.5
7.26 1.8 123 4.1 140.13 1.5 65 9.2

5.76 1.1 403 1.7 120.49 0.4 121 0.0
6.19 2.6 136 9.4 111.19 2.2 73 4.1

35,062 .33 6.0 l1.9 26,794 2.9 5.11 1.9 650 4.8 117.45 2.3 209 6.2
13,641 7.1 12.07 2.3 10,276 7.5 6.67 3.4 357 3.9 151.33 1.3 105 0.0

117,5s4 4.2 10,12 2.64 ,.355 4.3 6.65 2.3 21,772 6. 122.64 3.6 1,023 9.2
43,202 12.6 11.16 7.0 31,767 11.9 7.30 5.9 914 31.3 152.12 9.8 283 30.4

10,117 2.7 6.35 1.2 7,919 2.6 5.67 1.,
6,311 4.9 $6.90 2t 0 4,791 4.6 5.99 1.7

1,497 0. 11.953 0.0 S1,10 0.0/

&1699 .7,23 1.1 3,57 .

6.07 0.0
6.92 0.0

256 5.5 65.79 1.3 61 3.7
124 6.9 114.59 2.9 59 5.1

1it 0.0 103.77 0.0 44 0.0
36 0.0 179.11 0.0

5.25 1.3 54 0.0 110.31 0.0
.a As .A1 .- Al A/ A / 4Q .. i

L- L



14eS than total charge, average total Oharge and percent reduction frm total to allowed charge by geographic division, State, Carrier, and date of service, July 1967 - Jun

fpaolwlianry data based on 5-perlint temple bills proceogod thoSugh Auguat 1947

?1Rorb . Conultation .D..anstLt X-ra, Dannoetic Lab
Percent peaent Percent Percent

'aes Number where Average Numb•r wersa Avrogo Number where Averag Umber vweho Average Number
'tel Pueeat of eharse total Pertent of charge total Percent of charge total Percent of charge total Percent of
m& nMi g wU n Lar m asersM sbmt, iMati , , zdMad sbIIL uu13• mgaiL reduced chaUrts.geS MIXI Lc aL .ieI4 MnCSM

.10 1.93 234 9.7% $132.92 2.2 4 6 19.6%7 $14.35 1.5%.
1.50 1.3 47 9.3 121.75 1.6 A/ l / A/ 4/

5.45 0.6 731 2.7 9.13 1.2 15O 1.3 14.go 0.7
"O1i 0.8 269 5.9 153.30 1.8 100 2.0 22.84 0.8

0.416 961 1.4 112355 0.5 143 1.4 12.10 0.0
'36 0,12 09 lA 101,38 0.5 33 0.0 18.73 0.0

64.9 1.4 144 10.4 120.13 3.0
4460 0.9 91 717 127.93 1.3

44 0.0 18.70 U.0
50 32.0 19.10 6.1

-.54 2.1 557 8.1 124.48 3.0 317 3.0 19.69 4.9
8.00 2.4 173 16.0 134016 10.1 76 13.2 18.79 10.2

522 1.17. $ 9.01 0.6% 1,74 1.5% $3.53 0.97 4/
313 0.6 9.68 0.3 643 2.8 3.,7 5.1

790 2.0
470 0.9

15.10 0.0 4,896 1.1 4,95 4.3 60
15.33 0.0 1,854 0.8 5.20 0.4 39

1,234 0.0 11.04 0.0 3.491 0.5 4.09 1.0 170
545 0.0 11.04 0.0 980 0.4 4.54 0.2 67

228 0.0 14.21 0.1 297 2.4 5.78 0.5 45
132 0.0 12.74 0.0 110 4.5 46,9 0.9 39

481 6.0 13.75 4.3 1,537 6.1 46,4 3.0 120
304 5.3 13.94 2.2 558 7.0 4.57 3.5 51

0.73 5.3 S" 13.6 127019 6.6 241 7.9 24.48 3.5 429 15.6 19.,4 5.9 3,306 9.6 6.51 3.7 106
0.00 5.0 18 14.4 147."8 4.2 113 4.4 26.06 1.4 177 20.9 20.23 7.6 1,144 9.2 7.14 3.4 20

5.56 0.2 411 1.0 120,19 0.3 191 0.0 11.42 0.0 635 0.0 10.91 0.0 1,256 0.1 4,50 0.1 02
6.20 0.0 159 4,4 130.70 0.9 111 0.0 11,23 0.0 329 0.0 10.53 0.0 329 0.0 5.97 0.0 45

5.4 1.1 1,455 0.8 106452 0.2 389 2.1 16.51 5.5 1,518 0.5 10.47 0.4 6,58 2.5 4.09 1.0 94
6.36 1,3 680 1.9 137.12 0.7 142 0.7 10.44 0.6 073 1.0 10.43 0.4 2,130 4.5 4.64 2.2 51

5.04 0.2 367 12.0 133.21 3.1
4.15 0.3 147 10.2 149.20 1.5

114 2.6 10.57 0.9 278 6.6 14.25 3.0 1,545 1.1 3.67 0.0 102
59 1.7 19.84 1.3 97 11.4 14.94 3.4 244 3.4 4,32 0.t9 34

6.11 0,7 049 0.7 130.45 0.4 282 0.0 15.63 0.0 1,47" 0.7
4.0t 0.2 50 0.8 126.21 0.4 141 0.0 21.4(, 0.0 1,170 0.3

12.78 0.5 4,032 0.0 4.69 0.4 19"
11.74 0.1 2,136 1.4 4,5 0,7 135

$.8$ 1.1 2,371 5.6 133.85 2.1 1.204 0.7 22,73 0.6 4,651 044 13.29 0,9 14,703 2.4 5.74 1.0 40410.54 1.1 AY Al Y / i l y Y Y/ 4y 30 0.0 17.44 0.0 105 0.0 4.30 0.0 1/

5.74 1.1 416 3.2 131.20 1.3 320 0.6 13.52 1.4 71) 1.2 12.08 -.7 3,327 0.9 41.34 0.7 140
6.36 1,4 170 5.9 140.42 0.9 75 2.7 21.57 0.6 192 1.6 11.54 2.4 751 1.1 4."4 019 54

5.32 1.9 1,174 4.4 125.15 1.3 518 0.8 12.90 0.7 2,407 0.8 10.32 2.0 0.070 1.0 3.59 0.0 233
5.90 2.7 502 4.6 147.04 1 6 206 0.0 12.65 0.0 1,052 1.0 10.27 0.4 2,542 0.6 3.72 3.5 125

64.4 0.5 478 2.3 145.23 1.0
7,00 1.4 4 4 3.2 192o42 1.0

81 1.2 21.49 0.5 811 0.0 12.09 0.0 2,136 0.1 5.59 0.2 44
44 2.3 17.S2 1.3 392 0.5 12.94 2.6 656 0.0 5.76 0.0 6/

5.45 1.2 515 1. 6 95.33 1.3 272 0.7 9.53 0.7 784 0.8 10.33 0.3 1,098 0.8 3.95 0.5 09
6.10 0.3 241 2. 467,59 2.5 25 0.0 19.40 0.0 297 0.3 13.01 0.2 727 0.6 3,85 0.3 31

6.43 1,3 450• 6.4 131.82 1.7 201 %.5 18.32 119 1,022 1.6 11.93 1.0 4,947 2.3 3.84 1.6 50
7.24 1.6 123 4.1 140.13 1.5 65 3 .2 17.72 2., 241 1.5 11.90 0.6 1,090 2.4 3.00 1.1 1/

5.76 1-1 403 1.7 120.49 0.4 121 0.0 14.27 0.0 754 0.5 10.67 0.3 3,219 1*7 4.30 0.7 86
6.19 2.6 130 9.4 118.19 2.2 73 4.1 14.25 4.0 410 2.6 9.75 1.4 961 4.2 4.74 2.1 38

3.09 1.9 450 4.0 117.45 2.3 209 6.2 20.36 0.8 1,453 11.0 13,40 3,3 4.707 3.0 5.01 1.4 148
6,87 3.4 357 3,9 151,33 1.3 105 0.0 16.77 0.0 724 1.3 11.70 3.0 1,437 3.3 5.49 1.4 102

6,65 2.3 2,772 0.4 122.64 3.6 1,023 :.2 17.61 460
7.30 5.9 914 31.3 152,12 9.0 263 30.4 22.84 26.1

5.47 1.2 21% 5.5 85.79 1.3
5,99 1.7 124 .9 114.59 2.9

4.07 0.0 117 0.0 103.77 0.0
6,92 0.0 36 0.0 179.11 0,0

520 1.3 54 0.0
-. •2. 1.5 1/ j/

U1 3.7 13.19 3.0
59 5.1 10.05 4.1

44 0.0 .16." 0.0
A I A A' A/

110.31 0.0
A/ J/

4.348 4.1 13.16 2.4 14,841 3.1 5.47 1.8 488
3,244 S.2 11.23 4.5 5,297 9.6 5.61 4.0 203

440 2.0 11.99 0.7 1,145 2.1 4.70 1.5 24
349 4.1 12.27 1. 797 5.64 .09 3.6 .
104 0.0 13.71 0.0 o00 0.0 3.96 .0 448 0.0 13.27 0.0 241 0.0 3." o0.0 4
114 3.5 11.03 1.0 J75 o.0 4.55 0.4 4
34 0.0 9.71 0.0 so 2.0 4.50 0.91

I



S os•lp hle divlilo. State. e,"rer. and date of service, July 1%7 J.ume 1968 (Contld)

* tm A#quet 1947

DiaseeotiA orAT o tLe lab Anesthesia Asst. St |Surlery
roeom PPercent-Percent Percent

wbets Aven•ae em• w heoe Average Number where Averagel Imber where Average
seharp total Peseat of sharp total Pervent of charp total Percent of charge total Percent
I ow ae in. LIme -a dchadnceorn ns.yi*g l - e s chr reducdservie su L r use

1.1% 1 9.01 0.62
0.6 9.60 0.3

2.0 15.10 0.0
0.9 15.53 0.0

1.74 1.5%
643 2.0

$3.53 0.9%
3.3' 5.1

/ Al I411 4

4.80 1.1 4.95 4.3 60 15.02 052.15 3.22 40 15.0% 164.46 9.71
1,&% 0.0 5.10 0.4 39 13.1 59."2 3.9 40 7.5 64.28 3.7

0.0 11.09 0.0 3.491 0.3 4.09 1.0 170 3.3 42.9 1.0 74 1.4 43.14 .4
0.0 11.04 0.0 90 0.4 4.54 0.2 67 0.0 41.46 000 40 0.0 45.25 4.0o

0.0 14.11 0.1 297 2.4
0.0 12.74 0.0 110 4.5

6.0 13.75 6.3
5.3 13.94 2.2

3.70 0.5 45 4.4 54.47 2.7
6.19 0.9 39 10.3 56.90 0.9

/

1.537 6.1 6."4 3.0 120 7.5 52.71 1.9
358 7.0 6.57 3.5 51 11.8 53.01. 2.2

13.6 19.79 5.9 3,306 9.6
20.9 20323 7.8 1,14 9.2

6.51 3.7 106 21.7 43.42 6.3
7.14 3.4 20 35.7 64.79 9.2

0.0 10.91 0.0 1.236 0.1 4,54 0.21 21 0.0 39.72 0.0
0.0 t0."3 0.0 329 O.0 5.97 0.0 45 0.0 37.00 0.0

O.s 10.47 0.4 6,s58 2.5 4.09 1.0 94 0.0 33.66 0.0
1.0 10.43 0.4 2,130 4.5 4."4 2.2 51 0.0 42.29 0.0

0.6 14,25 3.0 1.545 1.1
11.4 14.96 3.6 166 3.4

I

61 0.0 47.57 0.0
38 0.0 37.39 0.0

3.67 0.0 102 2.0 39.34 0.3
4.32 0.9 34 5.9 43.97 1.4

0.7 1U.78 0.5 4,032 0.0 4.69 0.4 196 0.5 45.97 0.3 4 0.0 45.80 0.0
0.3 11.74 0.1 2,136 1.4 4.65 0.7 135 0.7 57.56 0.2 31 3.2 61.56 1.5

0.8 13.29 0.9 14,703 2.4 5.74 1.8 404 4.7 61.77 1.6
0.0 17.04 0.0 105 0.0 4.30 0.0 1/ AA/ jAIV V

110 13.6
Vl it

65.74 9.8
Ai AI

1.25 U.06 ' 0.7 3,37 0.9 1.34 0.7
1.6 11.54 2.4 751 1.1 4.66 0.9

160 1.3 47.42 0.2
54 3.7 43.67 0.7

0.0 10.32 2.0 8,070 1.0 3.59 0.8 233 5.6 57.73 1.1

1.0 10.27 0.4 2542s 0.6 3.72 3.3 12 4.08 56.17 1.3

0.0 12.09 0.0 1,134 0.1 S." 0.2 46 6.5 -54.02 3.5
0.5 12.94 2.6 656 0.0 3.76 0.0 / 1 l V I/

0.0 10.33 0.3 1,098 0.0 3.95 0.5
0.3 13,01 0.2 727 0.6 3.830 0.3

53 15.1 532 4.2

40 2.5 62.10 0.7
I/ i/ A V I

89 0.0 48.10 0.0
31 0.0 4".16 0.0

1.6 11.93 1.0 4.967 2.3 3.06 1.6 50 0.0 50.10 3.1
1.5 I1."0 0.6 1.0o 2.6 3.00 1.1 1/ 1 AV I/

0.5 10.67 0.3 3,219 1.7 4.30 0.7 06 4.7 54.28 0.9

2.6 9.75 1.4 91 4.1 4.74 2.1 38 28.9 55.97 7.9

11.0 13.40 3.3 4.717 3.0 5.01 1.4 168 8.3 56.03 1.9

18.3 11.70 3.0 1.437 3.3 5.69 1.4 102 9.0 50.00 2.5

27 0.0 62.59 0.O

39

34
48

5.1 59.69 2.6

7.4 44.30 2.2
10.4 63.02 2.3

4.1 13.16 2.4
l.2 11.23 4.5

14 , 21 3.1 5.47 1. 0 24 3.5 60 . 22 1.1
5,2#7 9.# .S.61 4.0 203 3.4• 60.22 too

164 15.2 09.34 7.5
60 31.7 54.12 11.1

2.0 11." 0.7 1,145 2.1 4.70 1.5 u 0.0 40.56 0.0
4.1 12.27 1.7 797 5.6 5.09 2.6 Al jl Al Al

0.0 13.71 0.0 o 0s 0.0 3.96 0.0 AI
46 0.0 13.27 0.0 241 0. 3."0 0.0 A'

114 3.5 1.U 1.0 375 0.0 4.55 0.4 Al
... . 71 0.0 50 2.0 4.50 0.9 AI
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Table 2 * NWdIeart Total numbr of services, percent where allowed charge less than total charge, average total charge and

LPreluinary

Geepphie 0tvisN', State,Caviar and gala of Sarvyace

ArLsomu (Aeteu)
July-On 1 196?
Jmau7.tJe 1998

Utah (8/8)July-Daeeke, 194?Jam0-amJ" I"?

NbVda (Aates)
Jvly-Meeme, 19b7

JARuMJm (198)

July-oemew 1997
Jeaiszy-Jwe 1to"

OCepe (Astma) It
July-.eiemer 196?
Ja ,7Jun 19

Califesta

July-.Deedie 199?

Jamawy.Jme 19t"July-JDeuse 1997
Jamey-.J It9

Naito Us-em 1r)

Nmii (Aem)

July-Demember 1967
JaimarJiu 19to"

Pereent

Number Whe Avesr
of eharpe totM

muamLm ni"md s
I8e

ml
it.

-Hedical Care
Percent

Jobber where Avarage
Percent of charge total
uamdL src radu f Lar

Surgery
Percent

Number where Average
Percent of charge total Percent
rleducd serj yM rtdyd €jrit reduced

23,90 0.92 11.il 0.12 17,M 0.47. * 7.24 0.32 566 3.2% $131.39 1.32
13,0" 1.9 13.58 1.0 10,435 1.2 8.55 0.7 352 6.0 150.82 1.4

9,817 10.3 12,06 3.9 5,113 0.4 6.31 2.5 247 22.3 131.86 6.5
2,924 7.3 15.00 2.3 2,013 9.0 7.10 2.7 122 14.8 149.99 4.1

2,999 0.6 12.91 0.5 2.492 0.4 8.49 0.1 44 0.0 210.46 0.*1
1,621 2.0 15.79 0.A 1,347 1.5 8.00 0.9 31 3.2 287.71 0.1

45,133 5.6 10.39 2.1 30.799 5.7 6.44 2.0 1.142 7.9 109.31 2.4
2,1S3 6.1 11.65 2.3 14,783 9.3 7.02 1.9 545 9.9 129.41 2.4

30,113 0.2 9.75 0.1 21,043 0.1 6.12 0.0 847 0.6 93.49 0.2
14,800 0.3 11.74 0.2 10,303 0.3 6.59 0.2 426 0.2 132.61 0.2

199,902 4.7 11.74 3.0 144,737 4.9 7.92 2.0 4,986 6.2 113.13 2.1
75,"9 3.2 13.99 2.0 52,856 8.5 S 44 3.0 2.185 11.8 134.83 2.7

99,722 11.3 14.54 4.7 ".961? 11.6 9.53 5.2 2.857 12.1 136.76 4.2
35,532 13.7 18.91 4.3 22.839 15.7 10.96 4.8 1,289 12.3 182.16 3.9

5.236 3.2 9.18 1. , 4216 3.3 6.45 1.4 108 11.1 99.91 3.8
2,023 6.5 10.28 2.0 1,607 7.3 7.04 2.1 46 13.0 92.26 1.2

8,893 4.8 15.30 4.7 6,511 3.1
3,324 4.3 15.29 6.6 2.620 5.0

9.02 1.6 244 23.8 171.84 8.6
9.64 2.1 88 34.1 197.4" 13.0

trevelm A/
Jmy, Deeie 1997 93,991
JamWAA-Jume 19K 39,550

Unlireed rit"Imrt (Travelear)
July.poeember 19, 04,1979
Jaen•alJu 19M 21,979

Spottable 1,
July-Deeeim 1919 1,346
Jeamy.Jaem 196S 943

0.8 8.80 0.9 70,777 0.7 6.10 1.0 1,750 2.8 111.83 0.9
1.1 9.20 Me 29,514 1.0 6.22 0.3 621 4.2 143.57 1.2

0.?
0.9

10.06 0.9 67,690 0.6 6.70 0.6 2,060 3.6 110.32 1.5
12.35 1.0 17,368 0.5 7.34 0.3 604 4.1 144.89 1.9

0.4 9.13 0.1 1,080 0.4 5.93 0.2 jI /
1.2 9.99 0.5 5so 1.2 9.25 0.5 j/ j

104e t04 eIS aervtiees i spe.
Imledee 00e8 mWer of ease tar Aluah,

Imlude ea"m for Stat of Kimooeta, Moeelesippi, aid Virginia not reported aeperately.
Imelud easeC few State of Idaho, S Iu lee. Temeasoee, and ymdp et reorted separately.

It /

i I



then total charge, average total charSg end percent reduction from total to allowed charge by geographic division, State, carrier, and date of service, July 1967 - June 19C

Lfelitinary data based on 5-peroent sample bills prossed through August Isq7

__ Surarv Consuylltion .
Percent Percent

Ouber when Average Nhmer whom Average
lrcent of charge total percent of charge total Percentrd _mumm m• tm ,-vML, •huM shf. ~uM

.°31 566 3.21 $131.39 1.27 264 2.37 $23.62 0.47
0.7 352 6.0 150.52 1.4 163 2.7 28.26 0.6

Diagnostic X-ray _ IANoU __Lb Ai
percent ?r*W.t Per

Number where Average Umber where Average Number
of charge total Percent of charge total Percent of chalkAS~LM. mnim shim. autg nnhs rnds busst. nitmi smimt m

1,028 0.91 *13.56 ).3n 3,384 2.6% $ 5,6 1.27. 163 6.
712 0.8 13.72 1.7 1,638 5.9 6.468 2.8 109 6.

2.3 247 22.3 131.66 6.5
2.7 122 14.8 149.99 4.1

0.1 64 0.0 210.48 0.7
0.9 31 3.2 267.71 0.1

60 3.3 23.23 1.0
31 0.0 21.26 0.0

29 0.0
if 1t

25.31 0.0
i/ I/

2.0 1,142 7.9 109.31 2.4 343 6.4 19.79 2.2
1.9 545 9.9 129.41 2.4 172 12.2 21.51 2.8

0.0 647 0.6 93.49 0.2 206 0.5 21.43 0.6
0.2 426 0.2 132.61 0.2 127 0.0 21.39 0.1

2.0 4,96 6.2 113.13 2.1 1,642 7.4 27.65 2.5
3.0 2,165 11.6 134.83 2.7 782 13.7 29.95 3.9

5.2 2,657 11.1 136.76 4.2 1,227 13.2 31.44 3.7
4.8 1,269 12.3 162.16 3.9 539 13.7 35.24 2.5

1.4 106 11.1 99.91 3.6
2.1 46 13.0 92.26 1.2

1.6 2" 23.8 171.84 8.6
2.1 66 34.1 197.64 13.0

3O 10.0 24.80 1.3
I/ iV i/ I/

271 5.2 14.10 3.4
83 10.6 13.33 4.6

311 4.1 11.45 2.7 704 1.8 4.26 1.2
216 2.6 12.97 2.2 346 1.7 4.62 0.9

60 1.
40 0.

121 0.0 12.76 0.0 202 1.5 6.50 0.2
83 1.2 14.06 0.1 76 7M7 9.27 2.3

2,445 3.6 14.64 1.4 8,385 5.4 5.21 1.9 244 21.
1,385 4.3 15.22 2.0 4,125 7.5 5.69 4.6 129 30.

1.764 0.2 11.41 0.0 5,042 0.5 4.69 0.2 165 0.
904 0.2 11,94 0.2 2,376 0.3 5.14 0.0 110 0

6,776 3.9 17.54 1.6 30,762 3.2 6.06 1.3 922 9
3,230 3.2 19.04 2.0 13.069 6.8 6.41 3.8 466 IS

1,604 10.5 20.60 4.2 19,336 10.4 6.80 3.4 666 21.
t1,50 9.6 20.41 3.0 7.410 9.5 7.34 3.4 352 21.

218 1.8 15.98 0.6 534 1.1 5.44 0.4
111 1.8 12.65 0.6 197 1.0 5.77 0.5

W9 11.0 19.77 10.2
105 12.4 14.96 2.7

657 10.6 10.21 4.1
339 6.2 6.55 5.0

1.0 1,750 2.8 111.63 0.9 1.08 0.6 16.47 0.4
0.3 621 4.2 143.37 1.2 321 0.3 18.09 0.2

0.6 2,060 3.6 110.32 1.5 765 2.4 21.18 1.1
0.3 604 4.1 164.89 1.9 230 2.2 22.56 0.6

0.25 it fi Vi

3,691 0.7 13.32 0.3 L3,991 1.1 5.05 0.2 372 2.
1,4"9 0.7 11.40 0.4 3,693 1.2 4.66 1.0 130 6.

2.564 0.7 13,50 0.4 8,905 0.5 3.32 0.6 410 4.
601 0.7 13.75 1.5 2,064 0.9 5.82 2.1 160

0.0 10.68 0.0
it I/ It

147 0.0 3.78 0.0
65 0.0 2.67 0.0



6o06r6phfe division. State, carrier, aWd date of service, July 1967 - June 1568 (Cont'd)

throveh August twj7

Rigno ltte X-ray Diagnostic Lab Asstthehi at Surtery
Parent perest Percent Percent
where Average Iumber wbere Average NOMler Where AvraGe Namber Where Average

charge total Percent of charg total Pereent of charge total Percent of charge total Percent
redwoodd sham _educed service n M u a S c e charmn uc ro n charge rrd cd•

$13.56 0.51
13.72 1.7

3,364 2.6% *5.-W 1.21 163 8.01 *66.10 1.6% 52 17.31 $73.13 4.71
1.638 5.9 6.64 2.8 109 6.4 79.60 0.7 45 22.2 73.71 5.5

4.1 11.45 2.7
2.6 11.97 2.2

0.0 12.76 0.0
1.2 14.06 0.1

704 1.8 4.26 1.2
346 1.7 4.62 0.9

202 1.5 8.50 0.2
76 7.7 9.27 2.3

60 1.7 60.16 0.7
40 0.0 71.50 0.0

1/I 1

3.8 14.64 1.4 0,385 5.4 5.21 1.9 244 21.7 55.41 2.6 144 12.3 £0.45 3.6
4.3 15.22 2.0 4,125 7.5 5.49 4.6 125 30.2 66.93 4.0 70 15.7 67.93 9.68

0.2 11.41 0.0 5.042 0.5 4.6 0.2 165 0.5 56.77 0.5
0.2 11.54 0.2 2,376 0.3 5.14 0.0 110 0.0 67.78 0.0

107 0.0 61.95 0.0
64 0.0 61.60 0.0

3.3 17.54 1.4 30,762 3.2 6.04 1.3 922 9.5 70.01 2.2 543 12.2 63.27 3.7
5.2 19.06 2.0 13.065 6.6 6.41 3.0 466 15.2 73.96 3.2 204 10.9 64.85 3.2

50.5 20,60 4.2 19,538 10.4 6.80 3.4 666 21.0 78.72 5.3 373 32.2 103.26 9.8
9.6 20.41 3.0 7,430 9.5 7.34 3.4 352 21.9 78.30 4.7 202 23.6 56.39 6.7

1.6 15.06 0.6
1.8 12.65 0.6

11.0 19.77 10.2
12.4 14.96 2.7

534 1.1 5.44 0.4
197 1.0 5.77 0.5

657 10.6 10.21 4.1
339 6.2 6.55 5.0

25 0.0 66.68 0.0
I/ I/ Vi If V / Y

69 27.5 64.23 6.9
17 23.5 74.68 15.6

0.7 13.32 0.3 u3.551 1.1 5.05 0.2 372 2.7 49.71 1.2
0.7 11.40 0.4 3,693 1.2 4.48 1.0 130 6.9 54.22 2.1

10 60.0 66.30 14.8
1 100.0 125.00 72.0

45 6.9 57.40 3.5
27 22.2 50.44 6.4

0.7 13.50 0.4 8,905 0.5 5.32 0.6 410 4.6 54.94 1.6 110 7.3 63.59 2.7
0.7 13.75 1.5 2,064 0.9 5.82 2.1 160 3.1 57.50 0.9 47 2.1 62.38 0.6

0.0 10.66 0.0 147 0.0 3.76 0.0IV V/I/ Uro0.0 2.67 0.0 vV V V V
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5. (h) Please rank each of the carriers on the basis of** *number of
visits in calendar year 1967 by SSA central office personnel to the carrier.

Enclosed is a list of carrier service areas for which the number of
visits by SSA centraJ office staff in calendar year 1967 are shown. It
is apparent from the range of the nurpber of such visits (from zero
to 8 for 65 service areas) that ranking of the carriers would not be
appropriate. However, the following table summarizes the data in
the listing:

Number of visits Offices visited Total visits

0 ------------------------------------------ 11
1 ------------------------------------------ 15 15
2 ------------------------------------------ s15 30
3- ------------------------------------------ 6 18
4- ------------------------------------------ 4 16
5- ------------------------------------------ 6 30
6- ------------------------------------------ 5 30
7 ------------------------------------------ 1 7
8 ------------------------------------------ 2 16

Total---------------------------------- 65 162

Thus, 162 visits were made to 54 carrier offices (and none to 11 other
offices) by SSA central office pesornel in 1967. These figures, however,
do not reflect the frequent visits made by p)ersonnel from the regional
health insurance offices to carrier offices. As indicated in the earlier
reply to question 2, all carriers have been visited and evaluated by
regional office staff and/or central office staff, with first priority
given to visits to carriers having the greatest difficulty in performing
under their contracts. (Contract performance reviews by SSA central
office staff have now been completed for every carrier.)

Visits to carrier"offWes by central office 8taff of the Social Security
Administration, calendar year 1967

Visits by central

stato Carrier office staff in 1967

Alabama----------------Blue Shield.---------------------- 2
Alaska------------------Aetna---------------------------- 1
Arizona----------------------do--------------------------- 2
Arkansas-------------Blue Shield----------------------- 0
California ---------------- do-------------------------- 6

Occidental------------------------ 2
Colorado---------------Blue Shield----------------------- 2
Connecticut-------------Connecticut General.--------------4
Delaware--------------Blue Shield----------------------- 3
District of Columbia----------do-------------------------- 4
Florida ------------------- do-------------------------- 8
Georgia---------------John Hancock--------------------- 5
Hawaii---------------Aetna---------------------------- 1
Idaho ----------------- Equitable------------------------ 0
Illinois----------------Blue Shield----------------------Z5

Continental Casualty- 2
Indiana -------------- Blue Shield----------------------- 2
Iowa ------------------- do-------------------------- 6

See footnotes at end of table, p. 306.
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Visits to carrier of fs by central office staff of the Social Security
Administration, calendar year 1967-Continued

VWilts by central
State Carrier office staff in 1967

Kansas-----------------Blue Shield of Topeka 0
Blue Shield of Kansas City, Mo._ 1

Kentucky---------------Metropolitan.-------------------- 2
Louisiana----------------Pan American- -------------------- 2
Maine------------------Union Mutual.------------------ -2
Maryland---------------Blue Shield of Maryland ......... 2

District of Columbia Blue Shield.. (1)
Massachusetts------------Blue Shield- ---------------------- 7
Michigan---------------------do--------------------------- 5
Miniiesota.------------------- do--------------------------- 3

Travelers ------------------------. 1
Mississippi..----------------------do--------------------------- I1
Missouri.. . ..----------------.Blue Shield ---------------------- I1

General American_---------------- 3
Montana.-------------------.Blue Shield- ---------------------- 0
Nebraska----------------Mutual of Omaha.----------------3
Nevada.--------------------.Aetna ---------------------------. 0
New Hampshire-----------Blue Shield ---------------------- I1
New Jersey--------------Prudential------------------------ 8
New Mexico.----------------.Equitable- ----------------------- 0
New York.------------------.Blue Shield of Buffalo-.... 5

Blue Shield of New York City-.... 3
Blue Shield of Rochester- 2
Metropolitan_-------------------- 5
Group Health- -------------------- 5

North Carolina-----------Pilot Life------------------------- 4
North Dakota.---------------.Blue Shield- ---------------------- 1
Ohio -----------------------. Nationwide --------------------- 6

Blue Shield of Cleveland --- 1
Oklahoma.------------------.Aetna---------------------------- 2

Department of Welfare.. - 1
Oregon-----------------Aetna_--------------------------- 1
Pennsylvania-------------Blue Shield_---------------------- 6
Rhode Island----------------do----------------------------- 4
South Carolina_-----------------do- ------------------------- 1
South Dakota----------------- do-- -------------------------- 1
Tennessee.-----------------. Equitable..----------------------- 0
Texas------------------ Blue Shield- ---------------------- 6
Utah------------------------do--------------------------- 0
Vermont.--------------------- do--- ------------------- ---- 2
Virginia.--------------------.Travelers-------------------------- I1

District of Columbia Blue Shield._ (1)
Washington--------------Blue Shield-_--------------------- 3
West Virginia-------------Nationwide.---------------------1
Wisconsin---------------Blue Shield of Madison. 2

Blue Shield of Milwaukee.--.----.. 0
Wyoming---------------Equitable- ----------------------- 0
Puerto Rico- - Blue Shield----------------------- 0
Virgin Islands ------ Mutual of Omaha_---------------- 2
Railroad...BTravelersA..........SSA.

I Included in visits shown for District of Columbia.
'A number of visits were made to this carrier office, but no formal count was maintained.
'Not applicable.
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5. (i) Plea8e rank each of the carrier- on the basi8 of * * * proportion of
carrier administrative costs ascribed to salaries of carrier personnel for
last q•urter of 1967.

Enclosed is a table presenting, for each carrier, personnel costs as
a percentage of total administrative expenses. The data are given for
both the last calendar quarter of 1967, as requested, and for the fiscal
year ending June 30, 1968. The latter are offered as being more repre-
sentative than quarterly data which are subject to seasonal fluctuations
and short-term abnormalities in spending patterns.

Although the data have been ranked as requested and the lowest
proportion of personnel costs is ranked first, it is questionable whether
the rankings relate to efficiency of performance.

There is, of course, an inverse relationship between the number of
man-hours per claim processed and the extent to which claims review
has been automated. The substitution of machines for personnel
may not in every instance reduce total costs but always reduces the
ratio of personnel to total costs. Since a number of factors determine
both whether and how much the claims review process should be
automated (perhaps the most important of which is the volume of
claims handled), the optimum ratio of personnel costs to total costs
necessarily would vary from carrier to carrier.

Consideration must also be given to variation over time in non-labor
expenditures-particularly large, one-time or short-term outlays.
Such costs include, but are not limited to, those associated with moving
or renovating quarters, investment of capital in equipment, and large-
scale training programs.
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Carrier personnel expenses as a proportion of total carrier medicare
administrative expenses, October-December 1967 and fiscal year
1968

October-December 1967

State

Personnel
costs as a
percent of
adminis-

trative
costsCarrier

Alabama----------Blue Shield.
Alaska-----------Aetna_.
Arizona--------------do----------
Arkansas---------Blue Shield_
California------------do

Occidental-..........
Colorado----------Blue Shield_
Connecticut.---------.Connecticut General-
Delaware.-----------.Blue Shield .........
District of Columbia ------. do .............
Florida--------------do
Georgia----------John Hancock-.-----
Hawaii-----------Aetna-..............
Idaho------------Equitable_
Illinois.--------------. Blue Shield .........

Continental
Casualty.

Indiana.------------.Blue Shield.
Iowa --------------------. do_._
Kansas-----------Blue Shield of

Topeka_
Blue Shield of

Kansas City,
Missouri.

Kentucky---------Metropolitan .......
Louisiana.-----------.Pan American .......
Maine-----------Union Mutual ......
Maryland.---------.- Blue Shield of

Maryland......
District of Columbia

Blue Shield .......
Massachusetts.------ Blue Shield-.........
Michigan-------------do-.............
Minnesota_---------------do---

Travelers........
Mississippi.---------------.do .............
Missouri.------------.Blue Shield-.........

Gen. American-.-----
Montana----------Blue Shield-.........
Nebraska---------Mutual of Omaha..--
Nevada-----------Aetna ..............
New Hampshire -----. Blue Shield-.........
New Jersey--------Prudential ..........
New Mexico.--------.Equitable-..........
New York.----------.Blue Shield of

Buffalo.
Blue Shield of

New York City.
Blue Shield of

Rochester.
Metropolitan------
Group Health -------

North Carolina-----Pilot Life-.......
North Dakota.-------.Blue Shield-.........

See footnotes at end of table, p. S09.

65. 3

70. 5
58. 5
77. 0
64. 3
75. 7
70. 7

(3)
59. 5
70. 6

(3)
(1)

61. 0
68. 8

64. 3
53. 0

57. 1

(3)
(3)

82. 4
64. 1

67. 9

,~3)
57. 8
68. 6
61. 7

(3)

70. 4
61. 8

72. 1
(1)

58. 0

64. 8

61. 7

(3)
63. 9
72..5
52. 3

Rank I

27

37
12
49
23
48
39

14
38

15

33

23
4

7

50
22

31

8
32
16

36
18

43

9

Fiscal year 1968

Personw.l
costs as a
percent of
adminis-

trative
costs Rank 2

63.5 18(3) .........

66. 5 27
65.4 22
73.7 47
66.0 25
73.5 46
71.9 43(3) -. .. .
59.7 - 9
68.7 35

(3)-........(3) -. .. .
59.6 8
68.0 32

67. 3
61.6

66. 0

(3)
(3)

77. 0
67. 7

68. 1

(3)
61.2
64. 8
58. 6

(3
67. 2
63. 2

74. 1
(3)

58. 6

30
13

26

5131

33

12
21
6

29
17

48

5

3625 69.2

16 59. 1

21
44

3

(3)
65. 6
74. 2
55. 4

7

23
494
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Carrier personnel expenses a8 a proportions of total carrier medicare
adminstratitv expenses, October--Decmber 1967 and kcal year
1968-Continued

October-December 1967 Fiscal year 1968

Personnel Personnel
costs as a costs as a
pecetof ecetof
admini-is

trative trative
State Carrier costs RankI costs Rank 2

Ohio ---------------. Nationwide .........
Blue Shield of

Cleveland.
Oklahoma---------Aetna._.

Department of
Welfare.

Oregon.-------------.Aetna.--------------
Pennsylvania.-------.Blue Shield.---------
Rhode Island.------------.do.------------
South Carolina.-----------.do.-------------
South Dakota.------------.do .............
Tennessee----------Equitable.
Texas -------------- Blue Shield-
Utah ------------------. do--... .
Vermont-------------do..........
Virginia----------Travelers--------

District of Columbia
Blue Shield.

Washingtond- - - - - - - Blue Shield.......
West Virginia------Nationwide.......
Wisconsin.----------.Blue Shield of

Madison.
Blue Shield of

Milwaukee.
Wyoming---------Equitable.
Puerto Rico.--------.Blue Shield.
Virgin Islands.-------.Mutual of Omaha.. - -
Railroad----------Travelers ...........

Aetna' -
District of Columbia

Blue Shield.'
Equitable 7-
Blue Shield of

Kansas City, Mo.'
Metropolitan -
Travelers (except

RRB).' 0

Mutual of Omaha '..

New Hampshire-
Vermont Blue
Shield.

Nationwide 14 -. . . . . ..

(1) --------
58. 4 10

(7 ) 5 --- 46--73. 5 46

(1)
69. 9
67. 6
58. 4
46. 7

()
58. 5
70. 3

65. 2
(3)

66. 1

32. 9

(1)
62. 4

71. 5
72. 5

62. 8
71. 5

74 1
11 66. 9

56. 8
54. 0

71. 1

34
,30
10
2

12
35

26

28

(3)
61.8

(1)
70. 5

(3)
68. 4
62. 0
60. 0
51.8(3)
44. 1
63. 5

63. 1
(3)

65. 7

1 36.3

19

41
44

20
41

47
29

14

37

34
15
11
3

2
19

16
24

1

(3)
71. 4

(1)
73. 4
74. 5
71. 6

70. 7
71. 2

73. 4
1 67. 1

6 59. 9
5 63.7

40 71.5

40

44
50
42

38
39

45
28

10
20

41

I Rankings based on 50 carriers.3 Rankinp based on 51 carriers, counting Travelers' service of railroad retirement annuitants as a separateentity.
'•Data for separate components of multi-State carriers not available; personnel costs as a percentage of

tot administrative costs for total operations of such carriers are shown at end of table.
4Theclaims operation of this carrier is decentralized on a county basis. The figure shown, however, is a

cotmpoito of all experience within the State.
&Aetna has separate service areas in Alaska, Arizona, Hawaii, Nevada, Oklahoma, and Oregon.
4 District of Columbia Blue Shield has separate service areas in the District of Columbia, Maryland, and
V aq•'utable has senate service ares in Idaho, New Mexico, Tennessee, and Wyoming.
'Blue Shield of amsas City, Mo., has separate service areas in Kansas and Missouri.
'Metropolitan has separate service areas in Kentucky and New York.

Traoveers has separate service areas in Minnesota, Mississippi, and Virginia.
It Includes costs of services to railroad retirement annuitants.
I" Excludes costs of services to railroad retirement annuitants.
I Mutual of Omaha has separate service areas in Nebraska and the Virgin Islands.
" Nationwide has separate service areas in Ohio and West Virginia.
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5. (j) Please rank each of the carriers on the basis of * * * proportion
of carrier administrative Costs ascribed to fixed assets of carrier for last
quarter of 1967.

5. (k) Please rank each of the carriers on the basis of * * * proportion
of carrier administrative costs ascribed to other assets for last quarter
of 1967.

No reply to questions 5(j) and 5(k) is possible without taking a
special survey of the carriers and requiring them to establish costs on
a basis different from that now specified. Carriers are required to
report administrative expenses on a functional basis rather than on
an account basis so that management-both carrier and SSA-can
isolate the particular operations within carriers' systems which
require special attention. Thus, for example, the effectiveness of tile
professional relations programs of several carriers may be related to
the cost of each program (i.e., hospital insurance and medical insur-
ance), and meaningful management decisions can be made with
respect to efficiency, need for increased emphasis, etc. Functional cost
reporting emphasizes the relevance of carrier budgets: budgets are
management plans, agreed to by SSA through the approval process,
to perform specified functions at a stipulated cost. The only account-
type reporting required of carriers is the distinction between personal
service costs and all other costs.

5. (1) Please rank each of the carriers on the basig of * * * proportion
of carrier administrative costs ascribed to other expenses for last quarter
of 1967.

Enclosed is a table presenting, for each carrier, costs other than
personnel expenses as a percentage of total administrative expendi-
tures. The data are given for both the last calendar quarter of 1967, as
requested, and for the fiscal year ending June 30, 196L. The latter are
offered as being more representative than quarterly data which are
subject to seasonal fluctuations and short-term abnormalities in
spending patterns.

The proportions are, of course, the difference between 100.0% and
the personnel costs as a percent of administrative costs. (For example,
for the last quarter of 1967, Alabama Blue Shield shows a 34.7%
figure in the enclosed table, while the comparable figure in the table
submitted in response to question 5(i) shows 65.3%.) This is so
because the components of administrative costs requested in questions
5(j) and 5(k) are unavailable, as previously explained. Thus, those
components are included in the proportions shown in the enclosed
table.

It will be noted that the rankings in the enclosed table and the table
responding to question 5(i) are identical. Since the data on personnel
costs as a proportion of total costs were ranked so that the lowest
proportion of personnel costs were ranked first, the same ranking was
used for this table. Thus, a low ratio of personnel costs is ranked
first and a high ratio of non-personnel costs is also ranked first.
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Proportion of carrier administrative costs ascribed to expenses other than
personnel, October-December 1967 and fiscal year 1968

October-December
1967 Fiscal year 1968

Non- Non-
personnel personnel
costs as a costs as a
percent of percent of

admin- admin-
istrative istrative

State Carrier costs Rank I costs Rank 2

Alabama---------Blue Shield .........
Alaska-----------Aetna..
Arizona.-----------------.do.
Arkansas.-----------.Blue Shield.
California.---------------.do .............

Occidental..
Colorado.-----------.Blue Shield .........
Connecticut.---------.Conn. General ......
Delaware.-----------.Blue Shield .........
District of Columbia ------. do..
Florida.----------------doo
Georgia.------------.John Hancock--
Hawaii-.-.-------Aetna ..............
Idaho..--------------Equitable----------
Illinois.----------- Blue Shield ........

Continental
Casualty.

Indiana----------Blue Shield
Iowa----------------do_.
Kansas-----------Blue Shield of

Topeka.
Blue Shield of

Kansas City, Mo.
Kentucky.-----------.Metropolitan_
Louisiana.-----------.Pan American-------
Maine.--------------.Union Mutual ......
Maryland---------Blue Shield of

Maryland.
District of Columbia

Blue Shield.
Massachusetts.------ Blue Shield
Michigan.----------------do---do-
Minnesota.---------------.do_- -

Travelers -----------
Mississippi.---------------.do . .......
Missouri_-----------Blue Shield-.-.....-.

Gen. American ......
Montana.-----------.Blue Shield .........
Nebraska.-----------.Mutual of Omaha_.--
Nevada----------Aetna ..............
New Hampshire-.....-Blue Shield .........
New Jersey.---------.Prudential ..........
New Mexico-------Equitable-
New York.----------.Blue Shield of

Buffalo.
Blue Shield of

New York City.
Blue Shield of

Rochester.
Metropolitan.
Group Health .......

North Carolina------.Pilot Life-
North Dakota----.-.-.Blue Shield-

See footnotes at end of table, p. 312.

34. 7
(3)
(3)

29. 5
41. 5
23. 0
35. 7
24.3
29. 3

(3)
40. 5
29. 4

(3)
(3)

39. 0
31.2

35. 7
47. 0
42. 9

(3)

17.6
35. 9
32. 1

(1)
42. 2
31.43& 3

29.6
38 2

27. 9

42. 0

35. 2

38.3

(3)
36. 1
27. 5
47.7

27

37
12
49
23
48
39

14
38

15

33

23
4
7

50
22
31

8
32
16

36
18

43

9

36. 5
(3)
(3)

33. 5
34. 6
26. 3
34. 0
26. 5
28. 1

(1)
40. 3
31.3

(3)
(3)

40. 4
32. 0

18

27
22
47
25
46
43
9

35

832

32.7 30
3& 4 13
34.0 26

(3)..........

(3) ........
23.0 51
32.3 31
31.9 33

(3).........
38. 8
35. 2
41.4

(3)(3)
(3)

32. 8
36. 8

25. 9
(1)

41. 4

25 30.8

16 4.09

21
44

3

(3)
34.4
25. 8
44. 6

12
21
6

29
17

48

36

7

24
494
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Proportion of carrier admin . ative co8ts ascribed to expenses other than
personnel, October-Decembbr 1967 and fiscal year 1968-Continued

October-December
1967 Fiscal year 1968

Non- Non-
personnel personnel
costs as a costs as a
percent of percent of

admin- admin-
istrative istrative

State CarrKie osts Rank'I costs Rank'I

Ohio-------------Nationwide.
Blue Shield of

Cleveland.
Oklahoma---------Aetna--...

Department of;Welfare.
Oregon-----------Aetna...
Pennsylvania-------Blue Shield
Rhode Island.------------.do_-.
South Carolina.----------d--do.
South Dakota---------do
Tennessee---------Equitable-
Texas------------Blue Shield .........
Utah --------------------. do.-_
Vermont.-----------------do.......
Virginia----------Travelers

Washington'......
West Virginia .......
Wisconsin--------

Wyoming--------
Puerto Rico.--------
Virgin Islands -------
Railroad ...........

Dist. of Col. Blue
Shield.

Blue Shield .........
Nationwide ---------
Blue Shield of

Madison.
Blue Shield of

Milwaukee.
Equitable-..........
Blue Shield-_
Mutual of Omaha__ - -
Travelers--------
AetnaI'
Dist. of Col. Blue

Shield. 6

Equitable 7 -
Blue Shield of K.C.,

Mo.'
Metropolitan '
Travelers (except

RRB) .10
Mutual of Omaha 1s
N.H.-Vt. Blue Shield..
Nationwide 14

(2) --- --
41.6 10

(1).........
26.5 46

(1)
30. 1
32. 4
41.6
53. 3

(1)
41. 5
29. 7

34. 8(1)
33. 9

67. 1

(1)
37. 6(2)

(2)
2& 5
27.5

37. 2
28. 5

25. 9
1133. 1

43.
46.
28.

34
30
10
2

12
35

26

28

1

19

41
44

20
41

47
29

2
0
9

6
5

40

(2) - -- - -

38.2 14

(1) --------
29.5 37

(2)
31.6
38. 0
40. 0
48. 2(2)
55. 9
36. 5

36. 9
(2)

34. 3

63. 7

(2)
28. 6(2)
26. 6
25. 5
28. 4

29. 3
28. 8

34

15
11
3

19

16

1

40

44
50
42

38
39

45
28

10
20
41

26. 6
12 32. 9

40. 1
36. 3
28. 5

I Ranklngs based on 50 carriers.
3 Rankings based on a1 carriers, counting Travelers' service of Railroad-.Retirement annuitants as a

separate entity.
D a for separate components of multi-State carriers not available; nonpersonnel costs as a percentage

of total administrative costs for total operations of such carriers are shown at end of table.
' The claims operation of this carrier is decentralized on a county basis. The figure shown, however, Is a

composite of all experience within the State.
A Aetna has separate service areas in Alaska, Arizona, Hawaii, Nevada, Oklahoma, and Oregon.
& District of Columbia Blue Shield has separate service areas in the District of Columbia, Maryland, and

ViVI lWWtable has separate service areas in Idaho, New Mexico, Tennessee, and Wyoming.

'Blue Shield of Kansas City, Missouri, has separate service areas in Kansas and Missouri.
'Metropolitan has separate service areas in Kentucky and New York.
10 Travelers has separate service areas In Minnesota, Mississippi, and Virginia.
"t Includes costs of services to Railroad Retirement annuitants.9 Excludes costs of services to Railroad Retirement annuitants.
" Mutual of Omaha has separate service areas in Nebraska and the Virgin Islands.
1" Nationwide has separate service areas in Ohio and West Virginia.
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2.0 12.51 0.6 919 2.3
4.4 11.47 2.2 401 3.5

3.65 1.6
6.02 1.2
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5. (m) Please rank each of the kar'ies on the bassw of * * * total
benefit disbursements and total administrative Costs allowed for calendar
year 1967 (computed on a comparable basis, actual or accrued).

The enclosed table shows the dollar amounts actually expended in
calendar year 1967 by each carrier for benefit payments an adminis-
trative costs under the medical insurance program. The ratio of
administrative costs to benefit payments has been computed and the
carriers have been ranked by this performance indicator.

It should be noted, however, that the relationship between adminis-
trative costs and benefit payments is not an ideal criterion by which
to judge the carriers' performance. ]"or example, as indicated in other
parts of the response to question 5, the extent of automation in a carrier's
operation affects its unit costs (which, of course, is a function of total
administrative costa), thereby affecting the ratio of such costs to
benefit payments. The ratio is also a function of a variety of variables
including efficiency of performance, proportion of assigned bills received,
level of training of employees, local wage scales, etc. (These factors
were discussed in some detail in response to question 5(d).)

85-719 0--0----21
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5. (n) Please rank each of the carriers on the baie * * * salaries of
head of Medicare operation--most recent data possible.

The table enclosed presents the salaries of the individuals designated
by each of the carriers as being in charge.of Medicare operations. As
with other items, the salaries have-been assigned rankings its requested,
but there are substantial questions about the validity of such rank-

rome salaries include compensation for services related to the pri-

vate business of each of the carriers and some carriers pay a single
salary to the heads of their Medicare operations who direct a number
of non-private-business functions. Where applicable, the individual
may be paid to direct hospital insurance intermediary operations under
Medicare and title XIX (Medicaid) business in addition to the com-
pany's medical insurance carrier operations. Moreover, some com-
panies, in reporting salaries, have included (and others have excluded)
compensation for such additional services in the figures they furnished.
These deviations are noted wherever possible.

Another consideration in evaluating the validity of the rankings is
the magnitude and complexity of the operation being directed. For
example, the head of a large organization who has responsibility for all
its phases including its automated processing operation cannot be
expected to receive a salary approximating that of the head of an auto-
mated carrier serving a smaler number of beneficiaries, perhaps in a
single metropolitan area, who may have full responsibility only f6r the
manual aspects of the claims process. Despite the fact that some of the
salaries are overstated (as indicated in the preceding paragraph), a
correlation can be established between the salary of the head of Medi-
care operations and the total dollar amount of benefit payments. But,
statistically speaking, this correlation is not very high.

Annual 8aar,•-8 of carriers' heads of medicare operations

Salary of
beads of

medicare
State Carrier operation Rank'

Alabama-------------Blue Shield --------------- $22, 200 11
Alaska---------------Aetna.... -------------
Arizona ----------------- do--------------------------
Arkansas.....-------------.Blue Shield---------------s 11, 8 -44

California----------------do-------------------16, 000 24
Occidental-----------------16, 000 24

Colorado-------------Blue Shield----------------18, 500 17
Connecticut-----------Connecticut General.--------- 18p 000 18
Delaware-------------Blue Shield----------------28,v000 2
District of Columbia--------do---------------------- (3) - - -

Florida ----------------- do ------------------- 12, 700 40
Georgia.----------------.John Hancock.------------- 17,000 20
Hawaii--------------Aetna-------....--
Idaho......---------------.Equitable ------
Illinois---------------Blue Shield---------------- 19, 500 14

Continental Casualty-..........4 14,500 31
Indiana--------------Blue Shield----------------414, 100 33
Iowa ---------------- do ---------------- 16,500 22
Kansas--------------Blue Shield of Topeka.----.10, 100 47

Blue Shield of Kansas City, Mo. ()-----
Kentucky.----------------.Metropolitan------------------ (-)---
Louisiana.-----------------.Pan American-------------'13, 000 38
Maine......---------------.Union Mutual------------14,100 33

gee footnetee at end of table, p. $18.
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Annual salaries of carriers' heads of medicare operations.-Continued

Salary of
heads of

medicare
State Carrier operation Rank I

Maryland ---------------- Blue Shield of Maryland-
District of Columbia ------- District of Colnmbia Blue Shield..
Massachusetts .----------- Blue Shield -------------------
Michigan ---------------------- do ...........
Minnesota --------------------- do -----------------------

Travelers .........
Mississippi --------------------- do ......................
Missouri ----------------- Blue Shield -------------------

General American .....
Montana ----------------- Blue Shield -------------------
Nebraska ----------------- Mutual of Omaha._.
Nevada ------------------ Aetna ------------------------
New Hampshire ----------- Blue Shield -------------------
New Jersey --------------- Prudential-..
New Mexico -------------- Equitable ...............
New York ------------- Blue Shield of Buffalo- .........

Blue Shield of New York City -
Blue Shield of Rochester -------
Metropolitan .............
GroupHealth ............

North Carolina ------------ Pilot Life ---------------------
North Dakota ------------- Blue Shield ...................
Ohio ----------------- Nationwide.._............

Blue Shield of Cleveland ........
Oklahoma ---------------- Aetna...

Department of Welfare .........
Oregon ---------------- Aetna ------------------------
Pennsylvania ----------- Blue Shield ..............
Rhode Island --------------.. do ..............
South Carolina ----------------- do ...........
South Dakota ------------------ do............
Tennessee -------------- Equitable ...............
Teas ----------------- Blue Shield.._............
Utah -------------------- do._
Vermont ------------------ do -----------------------
Virginia --------------- Travelers .....................

District of Columbia Blue Shield..
Washington .-------------- Blue Shield...............
West Virginia ----------- Nationwide...............
Wisconsin -------------- Blue Shield of Madison......

Blue Shield of Milwaukee_
Wyoming -------------- Equitable --------------------
Puerto Rico------------ Blue Shield -------------------
Virgir Islands ----------- Mutual of Omaha..........
Railroad ----------------- Travelers ...............

Aetna ..................
District of Columbia Blue Shield..
Equitable................
Blue Shield of Kansas City, Mo_._
Metropolitan..............
Travelers (except RRB)......
Mutual of Omaha..........
New Hampshire-Vermont Blue

Shield.
Nationwide. ----......

125, 500(2)
414, 400

2612,500
216,000

(3)(3)
(3)

2 15, 000
11, 000

(3)
(3)
(3)

224,683
(3)415,0500

228, 500
215, 000

(3)
222, 500

49, 200
2 12, 000

(3)
'16, 000

(3)
2 26, 000

(3)
2613,500
216,250
212,000
213,200

(3)
226, 000

29, 000
(3)
( 3)

10, 6 0
(3)' 19, 000

'8, 900
(3)

221,000
(3)(3)

221, 000
227, 540
222, 900
2 13, 000
218, 000
219, 000
2 17, 000
2 14, 000

2 25, 000

6
32
41
24

29
45

8
28

1
29
10
48
42
24

4

36

23
42
37

4
49

46

15
50

12

133
9

38
18
15
20
35

7

I Rankings based on 80 carriers.2 Has other duties; e.g., pt. A-medicare, CHAMPUS, FEOLI, private programs.
3 Data do not apply to separate components of multistate carriers; salaries for heads of medicare operations

of such carriers shown at end of table.
4 100 percent of time devoted to pt. B-medicare operations.
& Amount shown is portion of salary allocated to pt. B-medicare only.
I Data given for head of medicare operations of Washington State Blue Shield.
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5, (o) Please rank each of the carriers on the basis of * * * man-hours
per claim handled.

The enclosed table presents the average number of man-hours per
paid bill processed by each carrier in the fiscal year ending June 30,
1968. As was the case for certain prior responses, data are given in
terms of bills (rather than claims, as requested) because each claim
submitted may include more than one bill-each of which may be
processed separately. (See response to question 5(a) for a more
detailed explanation.)

The data exclude from the computation the number of bills proc-
essed by the carrier for which no payment was made (for failure to
meet the deductible requirement, nonenrolled status, exhaustion of
benefits, etc.). However, there is no evidence to indicate that the
proportion of no-payment bills processed varies significantly from
carrier to carrier. Therefore, the averages shown in the table overstate
the average time per bill handled, but by about the same proportion
for each carrier.

The averages are computed by dividing the total number of paid
bills processed by the product of the carrier's man-years and the
estimated number of man-hours per year. The latter figure is an
approximation (set at 1800 hours), based on a range of 1760 to 1880
effective hours of production per employee per year per carrier. It
takes into account factors such as vacations, sick leave, overtime,
paid holidays, etc. However, it does not take account of variations in
the normal work week from carrier to carrier (some of which regularly
are on a 40-hour basis, while others are on a 37Y2-hour basis). The
1800-hour factor was applied uniformly to all carriers.
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Man-hour per paid bil processed by carriers in fiscal year 1968

Man-hours

ow procwd Rank a

Alabama---------------Blue Shield......------------
Alaska----------------Aetna.... ...----------------
Arisona ------------------ do.......---------------
Arkansas---------------Blue Shield......------------
California ----------------- do.......---------------

Occidental......-------------
Colorado---------------Blue Shield......------------
Connecticut.....-------------.Connecticut General.---------
Delaware--------------Blue Shield......------------
District of Columbia.--------------.do.......---------------
Florida ------------------- do.......---------------
Georgia---------------John Hancock.--------------
Hawaii----------------Aetna.... ...----------------
Idaho.. .. ...----------------- Equitable-------------
Illinois.. .. ..----------------.Blue Shield------------

Continental Casualty.--------
Indiana----------------Blue Sbleld------------
Iowa ----------------------------. do........---------------
Kansas.. .. ..----------------.Blue Shield of Topeka.-------

Blue Shield of Kansas City,
Mo.

Kentucky.. . ..-------------- Metropolitan.---------------
Louisiana--------------Pan American----------
Maine.... ...---------------- Union Mutual----------
Maryland--------------Blue Shield of Maryland.

District of Columbia Blue
Shield.

Massachusetts...........Blue Shield......------------
Michigan ----------------- do.......---------------
Minnesota ----------------- do ---------------

Travelers-------------
Mississippi----------do.---------------
Missouri---------------Blue Shield------------

General American--------
Montana---------------Blue Shield------------
Nebrask ---------------- Mutual of Omaha--------
Nevada----------------Aetna.... ...----------------
New Hampshire -----------"- Blue Shield------------
New Jersey-------------Prudential......-------------
New Mexico------------Equitable......-------------
New York.. . ..-------------- Blue Shield of Buffalo.--------

Blue Shield of New York City.
Blue Shield of Rochester-.....
Metropolitan-----------
Group Health----------

North Carolina.--------------.Pilot Life...-------------
North Dakota.....-----------.Blue Shield......------------
Ohio ----------------------- Nationwide------------

Blue Shield of Cleveland -----
Oklahoma--------------Aetna----------------

Department of Welfare .......
Oregon----------------Aetna.------- ----------
Pennsylvania------------Blue Shield......------------
Rhode Island---------------do.......---------------
South Carolina--------------do.......---------------
South Dakota -------------- do---------------
Tennessee--------------Equitable-------------
Texas-----------------Blue Shield............
Utah -------------------- do ---------------

See bootnotee at end of table, p. M2.
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Man-hours per , Iid bill procensed by carrie in fiscal year 1968-Con.

State

Man-hours
per paid

bill
processedCarrier Rank I

Verm ont -------------------
Virginia-......

Washington...
West Virginia ...............
W isconsin ------------------

Wyoming-..................
Puerto Rico..
Virgin Islands ...............
Railroad-......

Blue Shield......------------
Travelers -------------------
District of Columbia Blue

Shield.
Blue Shield'3 ----------------
Nationwide..
Blue Shield of Madison ......
Blue Shield of Milwaukee..---
Equitable......-------------
Blue Shield -----------------
Mutual of Omaha ...........
Travelers -------------------
Aetna '4.....................
District of Columbia Blue

Shield 5.
Equitable'-..
Blue Shield of Kansas City,

Mo.,.
Metropolitan 8..............
Travelers (except RRB) '.... -
Mutual of Omaha 10 --.. .....
New Hampshire-Vermont

Blue Shield.
Nationwide11 ---------------

I Rankings based on 51 carriers, counting Travelers' service of Railroad Retirement annuitants as a
separate entity.

Data for separate components of multi-State carriers not available;.man-hours per paid bill processed
by such carriers are shown at end of table.

3 The claims operation of this carrier is decentralized on a county basis. The figure shown, however, is a
compmolte of all experience within the State.

IAetna has separate service areas in Alaska, Arizona, Hawaii, Nevada, Oklahoma, and Oregon.
I District of Columbia Blue Shield has separate service areas in the District of Columbia, Maryland, and

Vi inia.V1i•quitable has separate service areas in Idaho, New Mexico, Tennessee, and Wyoming.

' Blue Shield of Kanasa City, Mo., has separate service areas in Kansas and Missouri.
I Metropolitan has separate service areas in Kentucky and New York.
I Travelers has separate service areas in Minnesota, Mississippi, and Virginia.
1 Mutual of Omaha has separate service areas in Nebraska and the Virgin Islands.
It Nationwide has separate service areas in Ohio and West Virginia.

5. (p) Please rank each of the carriers on the basis of * * * ratio
of assigned claims to total clatme.

The enclosed table lists, for each carrier service area, the proportion
of all Forms SSA-1400, Request for Payment, on which physicians
agreed to accept assignment of the claim for reimbursement under
Medicare. These claims exclude those involving services of hospital-
based physicians, nearly all of which are paid on the basis of assign-
ments. They include claims for which no payment was subsequently
approved (For reasons such as failure to meet the deductible require-
ment, etc.)
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Proportion of clait. received by carriers in which physicians agreed to
accept payment on the basis of assignments, Apri'-June 1968

Assign-
monte

State Carrier (percent) Rank

Alabama.. . ..---------------.Blue Shield.. ..--------------. 56. 2 43
Alaska.. .. ..----------------.Aetna------------------67. 9 21
Arisona........------------------.do.. . ..-----------------.49. 3 56
Arkansas.. . ..---------------.Blue Shield.. ..--------------68. 7 18
California..-----------------.do-----------------81. 5 5

Occidental. ..--------------- 52. 8 52
Colorado.. . ..---------------.Blue Shield.. ..--------------. 82. 0 4
Connecticut.....-------------.Conn. General. ..------------ 54. 8 47
Delaware.. . ..---------------.Blue Shield.. ..--------------. 66. 7 26
District of Columbia.--------------.do.. ..----------------- 6.X 4 64
Florida.... ....-------------------. do.. . ..-----------------.42. 6 60
Georgia......---------------.John Hancock.--------------a5& 6 49
Hawaii----------------Aetna.. . ..------------------.44. 3 58
Idaho .. - - .- --------- Equitable.. ..---------------.65.0 28
Illinois.. .. ..----------------.Blue Shield.--------------40. 0 61

Continental Casualty------...--52. 9 51
Indiana-.......-------------- Blue Shield--------------45. 3 57
Iowa ----------------------------. do.. . ..-----------------.60. 9 34
Kansas----------------Blue Shield of Topeka-------6& 0 20

Blue Shield of Kansas City, 71. 7 10
Mo.

Kentucky--------------Metropolitan....------------- 82. 3 3
Louisiana--------------Pan American-------------76. 4 7
Maine----------------Union Mutual------------70. 1 14
Maryland--------------Blue Shield of Maryland---.-.-67. 5 23

District of Columbia Blue 67. 5 23
Shield.

Massachusetts-----------Blue Shield--------------83.0 2
Michigan ----------------- do-----------------57. 9 39
Minnesota ---------------- do-----------------60. 8 35

Travelers----------------49. 4 55
Mississippi----------------do-----------------61. 8 32
Missouri---------------Blue Shield--------------56. 0 44

General American----------69. 1 17
Montana--------------Blue Shield--------------61. 9 31
Nebraska... ...-------------- Mutual of Omaha,.-----------52. 3 54
Nevada---------------Aetna------------------71. 0 12
New Hampshire----------Blue Shield--------------69. 4 16
New Jersey-------------Prudential.. ..---------------.53. 3 50
New Mexico------------Equitable----------------63. 0 29
New York.. . ..-------------- Blue Shield of Buffalo.--------. 70. 7 13

Blue Shield of New York City. 38. 3 63
Blue Shield of Rochester---.-.-66. 9 25
Metropolitan-------------74. 3 8
Group Health-------------24. 8 67

North Carolina.....---------- Pilot Life----------------52. 8 52
North Dakota.....-----------.Blue Shield--------------71. 6 11
Ohio ----------------- Nationwide--------------39. 1 62

Blue Shield of Cleveland---.-.-23. 4 68
Oklahoma.. . ..-------------- Aetna------------------60. 1 36

Department of Welfare'I.------ 99. 6 1
Oregon.. .. ..----------------.Aetna.. . ..------------------.57. 2 41
Pennsylvania-----------Blhqe Shield.. ..--------------. 56. 0 44
Rhode Island--------------do-----------------77.8 6
South Carolina-------------do-----------------56.6 42
South Dakota--------------do.. . ..-----------------58. 6 38
Tennessee--------------Equitable---------------57. 5 40
Texas.. .. ..-----------------.Blue Shield....--------------.66. 1 27

See footnotes at end of table, p. $32.
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Proportion of claims received by carriers in which physicians agreed
to accept payment on the babu oj f a6;ynfnt8, April-June 1968-Continued

Assign-
inents

State Carrier (percent) Rank I

Utah-------------------Bine Shield-----------------..53. 9 48
Vermont-------------------do--------------------73. 8 9
Virginia.--------------------.Travelers. ..----------------- 43. 6 59

District of Columbia Blue- 28. 3 66
Shield.

Washington 3-------------Blue Shield.-----------------.59. 1 37
Wedt Virginia.---------------.Nationwide----------------67. 9 21
Wisconsin.. ..---------------.Blue Shield of Madison.-------70. 0 15

Blue Shield of Milwaukee...-- 61. 1 33
Wyoming... ..----------------.Equitable-----------------62. 1 30
Puerto Rico--------------Blue Shield----------------68. 5 19
Virgin Islands-------------Mutual of Omaha-...---------35. 2 65
Railroad.-------------------.Travelers-----------------55. 5 46

SSA.-----------------------. (4) (4)

1 Based on 68 carrier service areas.
2 Assignment of claims is required because of coordination with title XIX.
3 The claims operation of this carrier is decentralized on a county basis. The figure shown, however, is a

composite of all experience within the State.
4 Not applicable.
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